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CONTROL OF BANK HOLDING COMPANIES 





TUESDAY, JULY 5, 1955 


Untrep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON BANKING, 
Washington, D.C. 


The subcommittee met, pursuant to ¢ all, in room 301, Senate Office 
Building, at 10:05 a. m., Senator J. Allen Frear, Jr., acting chairman 
of the subcommittee, presiding. 

Present: Senators Frear and Douglas. 

Also present: Senator Lehman. 

Senator Frear. The subcommittee will come to order. 

At the outset I would like to say on behalf of the members of the sub- 
committee and the acting chairman that we are very happy at the 
expression of interest in these bills, which has given us a large attend- 
ance here this morning, the first morning after the Fourth of July 
weekend. We can appreciate that there may have been com plications 
in having these hearings begin the first day after an extended week- 
end, and “especially i in view of the heat wave and the congested traffic 
conditions in Washington. 

I would like to place i in the record at this point copies of the bills S. 
880, a committee print of S. 880, showing changes as compared to H. R. 
6227, S. 2350, and H. R. 6227, along with certain other material pre- 
pared ‘by the staff, which includes the notice of hearings on the bank 
holding legislation as it appears in the Congressional Record. 

(The material referred to follows :) 


{S. 880, 84th Cong., 1st sess.] 


A BILL To provide for the control and regulation of bank holding companies and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Bank Hold- 


xe. 


ing Company Act of 1955. 
DECLARATION OF POLICY 


Sec. 2. It is hereby declared to be the policy of Congress, in accordance with 
which policy all of the provisions of this Act shall be interpreted, to control the 
creation and expansion of bank holding companies; to separate their business of 
managing and controlling banks from unrelated businesses; and generally to 
maintain competition among banks and to minimize the danger inherent in concen- 
tration of economic power through centralized control of banks; and to subject 
the business and affairs of bank holding companies to the same type of examina- 
tion and regulation as the banks which they control. 


DEFINITIONS 


Seo. 3. (a) “Bank holding company” means (1) any company which now or 
hereafter directly or indirectly owns, controls, or holds with power to vote, 25 
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per centum or more of the voting shares of each of two or more banks or of a 
company which is or becomes a bank holding company by virtue of this Act; and 
(2) any company which the Board determines, after notice and opportunity 
for hearing, directly or indirectly exercises (either alone or pursuant to an y 
arrangement or understanding with one or more other persons) a controlling , 
influence over the management or policies of two or more banks. 

Notwithstanding the foregoing, the term “bank holding company” shall not 
include any corporation all of the stock of which is owned by the United States 
and no bank shall be a bank holding company by virtue of the ownership or 
control of shares in a fiduciary capacity, except where such shares are held for 
the benefit of all or a majority of the persons beneficially interested in such bank. 

Nor shall any mutual savings bank, or any corporation or community chest, 
fund or foundation, organized and operated exclusively for religious, charitable, 
scientific, literary, or educational purposes, no part of the net earnings of which 
inures to the benefit of any private shareholder or individual, and no substantial 
part of the activities of which is carrying on propaganda, or otherwise attempt- 
ing to influence legislation, be classed as or held to be a bank holding company 
by reason of the ownership of the stock of any bank as of the effective date of 
this Act. 

(b) “Subsidiary”, with respect to a specified bank holding company, means 
(1) any company 25 per centum or more of whose outstanding voting shares 
(excluding shares owned by the United States or by any company wholly owned 
by the United States) is owned or controlled by such bank holding company ; 
or (2) any company the management and policies of which the Board determines, 
after notice and opporutnity for hearing, are in fact subject to a controlling 
influence by such bank holding company (either alone or pursuant to an agree- 
ment or understanding with one or more other persons). 

(ec) “Company” means any bank, corporation, partnership, joint-stock company, 
business trust, voting trust, association, or any similar organized group of per- 
sons, whether incorporated or not, excluding, however, any such company which 
is owned by the United States. 

(d) “Bank” means any National bank or any State bank, savings bank, or ; 
trust company, but shall not include any organization operating under section } 
25 (a) of the Federal Reserve Act, or any organization which does not do i 
business within the United States. “State member bank’? means any State 
bank which is a member of the Federal Reserve System. ‘District bank” means 
any State bank organized or operating under the Code of Law for the District 
of Columbia. 

(e) “Board” means the Board of Governors of the Federal Reserve System. 
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REGISTRATION, REPORTS, AND EXAMINATIONS 


Sec. 4. (a) Within one hundred and eighty days after the effective date of 
this Act, or within one hundred and eighty days after becoming a bank holding 
company, whichever is later, each bank holding company shall register with tbe 
Board on forms prescribed by the Board, which shall include such information 
with respect to the financial condition and operations, management, and inter- 
company relationships of the bank holding company and its subsidiaries, and 
related matters, as the Board may deem necessary or appropriate to carry out 
the purposes of this Act. 

(b) The Board is authorized to issue such regulations and orders as may be 
necessary to enable it to administer and carry out the purposes of this Act 
and prevent evasions thereof. 

(c) The Board from time to time may require reports under oath to keep 
it informed as to whether the provisions of this Act and such regulations and 
orders issued thereunder have been complied with; and the Board may make 
examinations of each bank holding company and each subsidiary thereof, the 
cost of which shall be assessed against, and paid by, such holding company. The 
Board shall, as far as possible, use the reports of examinations made by the 
Comptroller of the Currency, the Federal Deposit Insurance Corporation, or 
the appropriate State bank supervisory authority for the purposes of this 
section. 
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ACQUISITION OF BANK SHARES OK BANK ASSETS 






Sec. 5. (a) It shall be unlawful except with the prior approval of the Board 
(1) for any action to be taken which results in a company becoming a bank 
holding company under section 3 (a) (1) of this Act; (2) for any bank holding 
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company or subsidiary thereof to acquire, directly or indirectly, any voting 
shares of a bank; or (3) for any bank holding company or subsidiary thereof, 
other than a bank to acquire all or substantially all of the assets of a bank. 

(b) Before approving any application under this section, the Board shall give 
notice to, and allow thirty days within which views and recommendations may 
be submitted by, the Comptroller of the Currency if the applicant company or 
any bank affected by the application is a national bank or a district bank; or 
to the appropriate supervisory authority of the State in which applicant com- 
pany or any bank affected by the application is a State bank. If the authority 
so notified by the Board files its written disapproval of the application within 
said thirty days the application shall not be granted. 

(c) Notwithstanding any other provision of this section, no application shall 
be approved under this section which will permit (1) any bank holding company 
or any subsidiary thereof to acquire, directly or indirectly, any voting shares 
of, interest in, or all or substantially all of the assets of any additional bank 
located outside of the State in which such bank holding company or subsidiary 
thereof maintains its principal office and place of business or in which it con- 
ducts its principal operations; (2) any bank holding company or any subsidiary 
thereof to acquire, directly or indirectly, any voting shares of, interest in, or all 
or substantially all of the assets of any additional bank, except (i) within 
geographic limitations that would apply to the establishment of branches of 
banks under the statute law of such State, or (ii) unless such acquisition is at 
the time authorized by the statute law of such State by language specifically 
granting such authority affirmatively, and not merely by implication. 


INTERESTS IN NONBANKING ORGANIZATIONS 


Sec. 6. (a) Except as otherwise provided in this Act, it shall be unlawful for 
any bank holding company, after two years from the effective date hereof, te 
own any shares or other securities or obligations of any company other than a 
bank or to engage in any business other than that of banking. The Board is 
authorized, upon application by a bank holding company, to extend this period 
from time to time as to any bank holding company for not more than one year 
at a time if, in its judgment, such an extension would not be detrimental to the 
public interest. However, nothing herein provided shall be construed to au- 
thorize the Board to extend any such period beyond the date five years after the 
enactment hereof or five years after a company becomes a bank holding company 
as provided in section 3, whichever is later. 

(b) After two years from the date of this Act, no certificate evidencing shares 
of any bank holding company shall bear any statement purporting to represent 
shares of any other company except a bank or a bank holding company, nor shall 
the ownership, sale, or transfer of shares of any bank holding company be con- 
ditioned in any manner whatsoever upon the ownership, sale, or transfer of 
shares of any other company except a bank or a bank holding company. 

(c) The prohibitions in this section shall not apply— 

(1) to shares, securities, or obligations owned or acquired by a bank hold- 
ing company in any company engaged solely in holding or operating properties 
used wholly or in part by any subsidiary that is a bank in its operations or 
acquired for such future use or engaged solely in conducting a safe-deposit 
business, or solely in the business of serving such holding company and its 
subsidiaries in auditing, appraising, investment counsel, or in liquidating 
assets acquired from such bank holding company and its subsidiaries; 

(2) to shares, securities, or obligations acquired by a bank holding com- 
pany which is a bank, or its banking subsidiary, in satisfaction of a debt 
previously contracted in good faith, but such bank holding company or its 
subsidiaries shall dispose of such shares, securities, or obligations within a 
period of two years from the date on which they were acquired or from the 
effective date of this Act, whichever is later; 

(3) to shares, securities, or obligations acquired by a bank holding com- 
pony from any of its subsidiaries, which subsidiary has been requested to 

ispose of such voting shares, securities, or obligations by any Federal or 
State authority having statutory power to examine such subsidiary, but 
such bank holding company shall dispose of such shares, securities, or obli- 
gations within a period of two years from the date on which they were 
acquired or from the effective date of this Act, whichever is later; 

(4) to shares, securities, or obligations which are held or acquired by a 
bank, which is a bank holding company, in a fiduciary capacity or which are 
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of the kinds and amounts eligible for investment by national banks under 
the provisions of section 5136 of the Revised Statutes ; 

(5) to a bank, which is a bank holding company, if the effect of applying 
such prohibitions is to prevent such bank from owning any shares or invest- 
ment which such bank is permitted to own under the laws of the State in 
which such bank is operating; or 

(6) to the ownership by a bank holding company of shares, securities, or 
obligations of any company which do not include more than 5 per centum of 
the outstanding voting securities of such company, and do not have a value 
greater than 5 per centum of the value of the total assets of the bank holding 
company. 


BORROWING BY BANK HOLDING COMPANY OR ITS SUBSIDIARIES 


Sec. 7. From and after the effective date of this Act, it shall be unlawful for 
a bank 


(a) to invest any of its funds in the capital stock, bonds, debentures, or 
other obligations of a bank holding company of which it is a subsidiary, or 
of a subsidiary of such bank holding company ; 

(b) to accept the capital stock, bonds, debentures, or other obligations 
of a bank holding company of which it is a subsidiary or a subsidiary of such 
bank holding company, as collateral security for advances made to any per- 
son or company: Provided, however, That any bank may accept such capital 
stock, bonds, debentures, or other obligations as security for debts previously 
contracted but such collateral shall not be held for a period of over two 
years; 

(c) to purchase securities, other assets or obligations under repurchase 
agreement from a bank holding company of which it is a subsidiary or a 
subsidiary of such bank holding company; and 

(d) to make any loan, discount or extension of credit to a bank holding 
company of which it is a subsidiary or to a subsidiary of such bank holding 
company. Non-interest-bearing deposits to the credit of a bank shall not 
be deemed to be a loan or advance to the bank of deposit, nor shall the 
giving of immediate credit to a bank upon uncollected items received in the 
ordinary course of business be deemed to be a loan or advance to the de- 
positing bank. 


The provisions of this section shall not apply (1) to the capital stock, bonds, 
debentures, or other obligations of any company described in section 6 (c) (1) 
of this Act, or (2) any company whose subsidiary status has arisen out of a bona 
fide debt to the bank contracted prior to the date of the creation of such status, 
or (8) any company whose subsidiary status exists by reason of the ownership or 
control of voting shares thereof by the bank as executor, administrator, trustee, 
receiver, agent, or depositary, or in any other fiduciary capacity, except where 
such shares are held for the benefit of all or a majority of the stockholders of 
such bank. 


RESERVATION OF RIGHTS TO STATES 





Sec. 8. The enactment by Congress of the Bank Holding Company Act of 1955 
shall not be construed as preventing any State from exercising such powers and 
jurisdiction which it now has or may hereafter have with respect to banks, 
bank holding companies, and subsidiaries thereof. 


HEARINGS AND REVIEW 


Sec. 9. Any shareholder, bank holding company, company, individual, or group 
directly interested in any transaction or proposal for which approval is required 
by the Board pursuant to the provisions of this Act shall have the right to 
make application therefor to the Board. If the Board shall disapprove the same, 
it shall be the duty of the Board promptly to notify the applicant or applicants, 
stating the facts which in the judgment of the Board warrant the adverse finding 
with respect to any factor or factors. Any person as defined by section 2 (b) of 
the Administrative Procedure Act directly affected by any order, rule, regulation, 
or determination made, or other action taken by the Board, or affected by any 
failure to take action on an application to the Board under this Act shall have 
the right, pursuant to the provisions of the Administrative Procedure Act, to a 
judicial review of any such order, rule, regulation, adjudication, determination, 
or other action or nonaction of the Board by which such person is adversely 
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affected or aggrieved or has suffered legal wrong. Upon such review the action 
or nonaction which is the subject thereof shall not be considered to be action 
committed to agency discretion within section 10 of the Administrative Procedure 
Act (Act of June 11, 1946, ch. 324, sec. 10, 60 Stat. 243; title 5, sec. 1009 U. S. 
Cc. A.) The facts shall be subject to trial de novo in an appropriate court pro- 
ceeding, and the action or nonaction of the Board shall be subject to review and 
may be corrected by the court if the same is shown to be discriminatory, un- 
warranted by the facts, based on consideration inconsistent with the policies of 
this Act or otherwise unlawful within subsection (e) of section 10 of the said 
Administrative Procedure Act. 


PENALTIES 


Sec. 10. Any company which willfully violates any provision of this Act, or 
any regulation or order issued by the Board pursuant thereto, shall upen convic- 
tion be fined not more than $1,000 for each day during which the violation con- 
tinues. Any individual who willfully participates in a violation of any provision 
of this Act shall upon conviction be fined not more than $10,000 or imprisoned 
not more than one year, or both. Every officer, director, agent, and employee of 
a bank holding company shall be subject to the same penalties for false entries 
in any book, report, or statement of such bank holding company as are applicable 
to officers, directors, agents, and employees of member banks for false entries in 
any books, reports, or statements of member banks under section 1005 of title 18, 
United States Code. 

TECHNICAL AMENDMENTS 


Sec. 11. (a) The last sentence of the sixteenth paragraph of section 4 of the 
Federal Reserve Act, as amended, is amended by striking out all of the language 
therein which follows the colon and by inserting in lieu thereof the following: 
“Provided, That whenever any member banks within the same Federal Reserve 
district are subsidiaries of the same bank holding company within the meaning 
of the Bank Holding Company Act of 1955, participation in any such nomination 
or election by such member banks, including such bank holding company if it is 
also a member bank, shall be confined to one of such banks, which may be desig- 
nated for the purpose by such holding company.” 

(b) (1) The eighteenth paragraph of section 9 of the Federal Reserve Act is 
amended by striking out the last sentence of such paragraph. 

(2) The twenty-first paragraph of section 9 of the Federal Reserve Act is 
repealed. 

(c) Subsection (b) of section 2 of the Banking Act of 1933, as amended, is 
amended to read as follows: 

“(b) Except where otherwise specifically provided the term ‘bank holding 
company’ or ‘affiliate’ shall include any bank holding company as defined in 
section 3 (a) of the Bank Holding Company Act of 1955.” 

(d) Subsection (c) of section 2 of the Banking Act of 1933, as amended, is 
repealed. 

(e) Seetion 5144 of the Revised Statutes, as amended, is amended to read as 
follows: 

“Sec. 5144. In all elections of directors, each shareholder shall have the right 
to vote the number of shares owned by him for as many persons as there are 
directors to be elected, or to cumulate such shares and give one candidate as 
many votes as the number of directors multiplied by the number of his shares 
shall equal, or to distribute them on the same principle among as many candi- 
dates as he shall think fit; and in deciding all other questions at meetings of 
shareholders, each shareholder shall be entitled to one vote on each share of 
stock held by him; except that (1) this shall not be construed as limiting the 
voting rights of holders of preferred stock under the terms and provisions of 
articles of association, or amendments thereto, adopted pursuant to the provi- 
sions of section 302 (a) of the Emergency Banking and Bank Conservation Act, 
approved March 9, 1983, as amended; (2) in the election of directors, shares of 
its own stock held by a national bank as sole trustee, whether registered in its 
own name as such trustee or in the name of its nominee, shall not be voted by 
the registered owner unless under the terms of the trust the manner in which 
such shares shall be voted may be determined by a donor or beneficiary of the 
trust and unless such donor or beneficiary actually directs how such shares shall 
be voted ; and (3) shares of its own stock held by a national bank and one or more 
persons as trustees may be voted by such other person or persons, as trustees, in 
the same manner as if he or they were the sole trustee. Shareholders may vote 
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by proxies duly authorized in writing; but no officer, clerk, teller, or bookkeeper 
of such bank shall act as proxy; and no shareholder whose liability is past due 
and unpaid shall be allowed to vote. Whenever shares of stock cannot be voted 
by reason of being held by the bark as sole trustee, such shares shall be excluded 
in determining whether matters voted upon by the shareholders were adopted 
by the requisite percentage of shares.” 

(f) The second paragraph of section 5211 of the Revised Statutes is amended 
by striking out the second sentence of such paragraph. 

(gz) (1) Subchapter O of chapter 1 of the Internal Revenue Code of 1954 is 
amended by adding at the end thereof the following new part: 





“PART VII—DISTRIBUTIONS AND EXCHANGES PURSUANT TO BANK 
HOLDING COMPANY ACT OF 1955 



























































“Sec. 1101. Nonrecognition of gain or loss on distributions and exchanges 
pursuant to Bank Holding Company Act of 1955. 
“See. 1102. Basis for determining gain or loss. 


“SEC. 1101. NONRECOGNITION OF GAIN OR LOSS ON DISTRIBUTIONS AND EXCHANGES 
PURSUANT TO BANK HOLDING COMPANY ACT OF 1955. 


“(a) Disrrrsutions.—In the case of a distribution of property not permitted 
to be owned by a bank holding company under the provisions of the Bank Holding 
Company Act of 1955 or made in order that a company may not come under the 
provisions of such Act, held by a bank holding company on the date of enact- 
ment of such Act or thereafter legally acquired pursuant to such Act, made 
pursuant to an order of the Board of Governors of the Federal Reserve System 
authorizing, approving, or directing such distribution as effectuating the policy 
of the Bank Holding Company Act of 1955, to a shareholder in such bank holding 
company as defined in such Act, without the surrender by such shareholder of 
stock or securities in such company, no gain or loss to the distributor or distributee 
shall be recognized. 

“(b) ExcHANGES.—No gain or loss to the distributor or distributee shall be 
recognized if a bank holding company, pursuant to an order of the Board of 
Governors of the Federal Reserve System authorizing, approving, or directing 
such exchange as effectuating the policy of the Bank Holding Company Act of 
1955, transfers property not permitted to be owned by a bank holding company 
under the provisions of section 6 of such Act, to a corporation organized to 
receive such property solely in exchange for all of the stock of such transferee 
corporation and such stock is distributed forthwith in a distribution subject 
to the provisions of subsection (a). 

“(c) RuLes roR APPLICATION OF SUBSECTIONS (a) AND (b).—The provisions 
of subsections (a) and (b) shall not apply unless the Board of Governors of 
the Federal Reserve System shall certify that such distribution or exchange 
was of property not permitted to be owned under the provisions of section 6 
of the Bank Holding Company Act of 1955 and was necessary or appropriate 
to effectuate the provisions of such Act. In such certification, the Board of 
Governors of the Federal Reserve System shall specify and itemize the stock, 
securities, or other property, so distributed or exchanged. 

“SEC. 1102. BASIS FOR DETERMINING GAIN OR LOSS. 

“(a) Property AcQuIRED UNDER Section 101 (a).— 

(1) PROPERTY OTHER THAN STOCK OR SECURITIES.—If property other than 
stock or securities is acquired in a distribution subject to the provisions 
of section 1101 (a), then the basis of such property shall be the same as 
it would be in the hands of the company distributing such property; and 
an amount equal to the adjusted basis which such property had in the hands 
of such distributing company at the time of such distribution shall be 
applied against and reduce the adjusted basis of the stock in respect of 
which the distribution was made. 

2) Srock or securities.—If stock or securities is acquired in a distribu- 
tion subject to the provisions of section 1101 (a), then the basis in the 
case of the stock in respect of which the distribution was made shall be 
apportioned, under regulations prescribed by the Secretary or his delegate, 
between such stock and the stock or securities acquired in such distribution. 

“(3) Svrock, OR SECURITIES, AND OTHER PROPERTY.— Where stock or securities 
and property other than stock or securities are acquired in a distribution 
subject to the provisions of section 1101 (a), paragraph (1) of this subsec- 
tion shall be applied before paragraph (2). 
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“(b) Property TRANSFERRED UNpbER Section 1101 (b).— 

“(1) Basis or stocK.—If stock is acquired by a bank holding company 
in an exchange subject to the provisions of section 1101 (b), then the basis 
of such stock shall be the same as in the case of the property exchanged; 
and when, in a distribution subject to the provisions of section 1101 (a), 
such stock is acquired by a distributee of such company, then the basis 
of such stock and the stock in respect of which the distribution was made 
shall be determined in the manner provided in subsection (a) (2) of this 
section. 

“(2) Basis oF property.—If property is acquired by a corporation in a 
transfer from a bank holding company subject to the provisions of section 
1101 (b), then the basis of such property shall be the same as it would be 
in the hands of such bank holding company.” 

(2) The table of parts for subchapter O of chapter 1 of the Internal Revenue 
Code of 1954 is amended by adding at the end thereof the following: 


“PART VIII. Distributions and exchanges pursuant to Bank Holding Company 
Act of 1955.” 


(h) (1) Paragraph 4 of subsection (c) of section 3 of the Investment Company 
Act of 1940 is amended to read as follows: 

“(4) Any bank holding company which is registered with the Board of 
Governors of the Federal Reserve System pursuant to the Bank Holding Com- 
pany Act of 1955, or any banking subsidiary or any other subsidiary thereof 
which is exempt from section 6 by reason of the provisions of subsection (c) (1) 
thereof as defined in said Act.” 

(2) Paragraph (11) of subsection (a) of section 202 of the Investment Ad- 
visers Act of 1940 is amended by changing the words “or any holding company 
affiliate, as defined in the Banking Act of 1933” to read “or any bank holding 
company, as defined in the Bank Holding Company Act of 1955, or any banking 
subsidiary or any other subsidiary thereof which is exempt from section 6 by 
reason of the provisions of subsection (c) (1) thereof as defined in said Act”. 


SEPARABILITY OF PROVISIONS 


Sec. 12. If any provision of this Act, or the application of such provision 
to any person or circumstance, shall be held invalid, the remainder of the Act, 
and the application of such provision to persons or circumstances other than 
those to which it is held invalid, shall not be affected thereby. 


[Committee print, June 22, 1955, showing changes in S. 880 as compared with H. R. 6227 
as it passed in the House of Representatives on June 14, 1955 (deletions are enclosed 
in brackets ; additions appear in italic) ] 


[S. 880, 84th Cong., 1st sess.] 


A BILL To provide for the control and regulation of bank holding companies, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Bank 
Holding Company Act of 1955”. 


DECARATION OF POLICY 


Src. 2. It is hereby declared to be the policy of Congress, in accordance with 
which policy all of the provisions of this Act shall be interpreted, to control 
the creation and expansion of bank holding companies; to separate their busi- 
ness of managing and controlling banks from unrelated businesses ; and generally 
to maintain competition among banks and to [minimize] eliminate the danger 
inherent in the undue concentration of economic power through centralized 
control of banks; and to subject the business and affairs of bank holding com- 
panies to [the same type of examination and regulation as the banks which 
they control] examination and regulation. 


DEFINITIONS 


Sec. 3. (a) “Bank holding company” means (1) any company which now or 
hereafter directly or indirectly owns, controls. or holds with power to vote, 25 
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per centum or more of the voting shares of each of two or more banks or of 
a company which is or becomes a bank holding company by virtue of this Act; 
and (2) any company which the Board determines, after notice and opportunity 
for hearing, directly or indirectly exercises (either alone or pursuant to an 
arrangement or understanding with one or more other persons) a controlling 
influence over the management or policies of two or more banks; and for the 
purposes of this Act, any successor to any such company shall be deemed to 
be a bank holding company from the date as of which such predecessor company 
became a bank holding company. 

Notwithstanding the foregoing, the term “bank holding company” shall not 
include any corporation all of the stock of which is owned by the United States 
or any other agency of the United States Government, and no bank shall be 
a bank holding company by virtue of the ownership or control of shares in a fidu- 
ciary capacity, except where such shares are held for the benefit of all or a 
majority of the persons beneficially interested in such bank. 

Nor shall (7) any mutual savings bank, or (2) any corporation or community 
chest, fund or foundation, organized and operated exclusively for religious, 
charitable, scientific, literary, or educational purposes, no part of the net earn- 
ings of which inures to the benefit of any private shareholder or individual, and 
no substantial part of the activities of which is carrying on propaganda, or other- 
wise attempting to influence legislation, or (3) any company owning or control- 
ling 25 per centum or more of the voting shares of two or more banks the aggre- 
gate deposits of all such banks not exceeding $15,000,000 as of December 31, 1954, 
be classed as or held to be a bank holding company by reason of the ownership 
of the stock of any bank as of the effective date of this Act. 

(b) “Subsidiary”, with respect to a specified bank holding company, means 
(1) any company 25 per centum or more of whose outstanding voting shares 
(excluding shares owned by the United States or by any company wholly owned 
by the United States) is owned or controlled by such bank holding company; or 
(2) any company the management and policies of which the Board determines, 
after notice and opportunity for hearing, are in fact subject to a controlling 
influence by such bank holding company (either alone or pursuant to an agree- 
ment or understanding with one or more other persons). 

(c) “Company” means any bank, corporation, partnership, joint-stock com- 
pany, business trust, voting trust, association, or any similar organized group of 
persons, whether incorporated or not, extending, however, any such company 
[which is] the majority of the shares of which are owned by the United States 
or by any State. Notwithstanding the provisions of the preceding sentence, the 
word “company” does not mean the administrators of an individual’s estate, the 
executors of an individual's will, the trustees appointed under or pursuant to 
an individual's will, nor the trustees of an irrevocable trust agreement the 
corpus of which is donated by one donor and consists only of such donor’s 
property. 

(d) “Bank” means any National bank or any State bank, savings bank, or trust 
company, but shall not include any organization operating under section 25 (a) 
of the Federal Reserve Act, or any organization which does not do business 
within the United States. “State member bank” means any State bank which is 
a member of the Federal Reserve System. “District bank” means any State bank 
organized or operating under the Code of Law for the District of Columbia. 

(e) The term “successor” shall include any company which acquires directly 
or indirectly from a bank holding company shares of any bank, when and if the 
relationship between such company and the bank holding company is such that 
the transaction effects no substantial change in the control of the bank or bene- 
ficial ownership of such shares of such bank. The Board may, by regulation, 
further define the term “successor” to the extent necessary to prevent evasion 
of the purposes of this Act. 

[Le] (f) “Board” means the Board of Governors of the Federal Reserve Sys- 
tem. 


REGISTRATION, REPORTS AND EXAMINATIONS 


Sec. 4. (a) Within one hundred and eighty days after the effective date of 
this Act, or within one hundred and eighty days after becoming a bank holding 
company, whichever is later, each bank holding company shall register with the 
Board on forms prescribed by the Board, which shall include such information 
with respect to the financial condition and operations, management, and inter- 
company relationships of the bank holding company and its subsidiaries, and 
related matters, as the Board may deem necessary or appropriate to carry out 
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the purposes of this Act. The Board may, in its discretion, extend the time not 
to exceed an additional one hundred and eighty days within which a bank holding 
company shall register and file the requisite information. 

(b) The Board is authorized to issue such regulations and orders as may 
be necessary to enable it to administer and carry out the purposes of this Act and 
prevent evasions thereof. 

(c) The Board from time to time may require reports under oath to keep it 
informed as to whether the provisions of this Act and such regulations and 
orders issued thereunder have been complied with; and the Board may make 
examinations of each bank holding company and each subsidiary thereof, the 
cost of which shall be assessed against, and paid by, such holding company. 
‘he Board shall, as far as possible, use the reports of examinations made by the 
Comptroller of the Currency, the Federal Deposit Insurance Corporation, or the 
appropriate State bank supervisory authority for the purposese of this section. 

(d) Before the expiration of one year following the effective date of this 
Act, and each year thereafter in the Board’s annual report to the Congress, the 
Board shall report to Congress the results of the administration of this Act, 
stating what, if any, substantial difficulties have been encountered in carrying 
out the purposes of this Act, and any recommendations as to changes in the 
law which in the opinion of the Board would be desirable. 


ACQUISITION OF BANK SHARES OR BANK ASSETS 


See. 5. (a) It shall be unlawful except with the prior approval of the Board 
(1) for any action to be taken which results in a company becoming a bank 
holding company under section 3 (a) (1) of this Act; (2) for any bank holding 
company or subsidiary thereof to acquire, directly or indirectly, any voting 
shares of a bank (other than voting shares of a bank acquired as a stock 
dividend) ; or (3) for any bank holding company or subsidiary thereof, other 
than a bank, to acquire all or substantially all of the assets of a bank. 

(b) Before approving any application under this section, the Board shall 
give notice to, and allow thirty days within which views and recommendations 
may be submitted by, the Comptroller of the Currency if the applicant company 
or any bank [affected by the application] the voting shares or assets of which 
are sought to be acquired is a national bank or a district bank; or to the appro- 
priate supervisory authority of the State in which applicant company or any 
bank [affected by the application] the voting shares or assets of which are 
sought to be acquired is a State bank. If the authority so notified by the Board 
files its written disapproval of the application within said thirty days the 
application shall not be granted. 

(c) Notwithstanding any other provision of this section, no application shall 
be approved under this section which will permit (1) any bank holding company 
or any subsidiary thereof to acquire, directly or indirectly, any voting shares 
of, interest in, or all or substantially all of the assets of any additional bank 
located outside of the State in which such bank holding company or subsidiary 
thereof maintains its principal office and place of business or in which it conducts 
its principal operations; (2) any bank holding company or any subsidiary thereof 
to acquire, directly or indirectly, any voting shares of, interest in, or all or 
substantially all of the assets of any additional bank, except (i) within geo- 
graphic limitations that would apply to the establishment of branches of banks 
under the statute law of such State, or (ii) unless such acquisition is at the 
time authorized by the statute law of such State by language specifically granting 
such authority affirmatively, and not merely by implication. 

(d) In determining whether or not to approve any acquisition or merger 
or consolidation under this section, the Board shall take into consideration 
the following factors: (1) the financial history and condition of the bank holding 
company or companies and the banks concerned; (2) their prospects; (3) the 
character of their management; (4) the convenience, needs, and welfare of the 
communities and the area concerned; (5) whether or not the effect of such 
acquisition or merger or consolidation would be to expand the size or extent of 
the bank holding company system involved beyond limits consistent with ade- 
quate and sound banking and the public interest -and the preservation of com- 
petition in the field of banking. 


INTERESTS IN NONBANKING ORGANIZATIONS 


Sec. 6. (a) Except as otherwise provided in this Act, it shall be unlawful for 
any bank holding company, after two years from the effective date hereof, to 
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own any shares or other securities or obligations of any company other than a 
bank or to engage in any business other than that of banking, or of managing 
or controlling banks, or of the kind of businesses enumerated in subsection (c) 
(1) of this section. The Board is authorized, upon application by a bank holding 
company, to extend this period from time to time as to any bank holding com- 
pany for not more than one year at a time if, in its judgment, such an extension 
would not be detrimental to the public interest. However, nothing herein pro- 
vided shall be construed to authorize the Board to extend any such period beyond 
the date five years after the enactment hereof or five years after a company 
becomes a bank holding company as provided in section 3, whichever is later. 

(b) After two.years from the date of this Act, no certificate evidencing shares 
if any bank holding company shall bear any statement purporting to represent 
shares of any other company except a bank or a bank holding company, nor 
shall the ownership, sale, or transfer of shares of any bank holding company 
he conditioned in any manner whatsoever upon the ownership, sale, or transfer 
shares of any other company except a bank or a bank holding company. 

(c) The prohibitions in this section shall not apply— 

(1) to shares, securities, or obligations owned or acquired by a bank 
holding company in any company engaged solely in holding or operating 
properties used wholly or in part by any subsidiary that is a bank in its 
operations or acquired for such future use or engaged solely in conducting 
a safe-deposit business, or solely in the business of serving such holding 
company and its subsidiaries in auditing, appraising, investment counsel, 
or in liquidating assets acquired from such bank holding company and its 
subsidiaries ; 

(2) to shares, securities, or obligations acquired by a bank holding com- 
pany which is a bank, or its banking subsidiary, in satisfaction of a debt 
previously contracted in good faith, but such bank holding company or its 
subsidiaries shall dispose of such shares, securities, or obligations within 
a period of two years from the date on which they were acquired or from 
the effective date of this Act, whichever is later ; 

(8) to shares, securities, or obligations acquired by a bank holding com- 
pany from any of its subsidiaries, which subsidiary has been requested to 
dispose of such voting shares, securities, or obligations by any Federal 
or State authority having statutory power to examine such subsidiary, but 
such bank holding company shall dispose of such shares, securities, or 
obligations within a period of two years from the date on which they were 
acquired or from the effective date of this Act, whichever is later: 

(4) to shares, securities, or obligations, which are held or acquired by a 
bank, which is a bank holding company, in a fiduciary capacity or which are 
of the kinds and amounts eligible for investment by national banks under the 
provisions of section 5136 of the Revised Statutes to shares lawfully acquired 
and owned prior to the date of enactment of this Act by such bank or any 
of its wholly owned subsidiaries ; 

(5) to a bank, which is a bank holding company, if the effect of applying 
such prohibitions is to prevent such bank from owning any shares or invest- 
ment which such bank is permitted to own under the laws of the State in 
which such bank is operating; or 

(6) to the ownership by a bank holding company of shares, securities, or 
obligations of any company which do not include more than 5 per centum of 
the outstanding voting securities of such company, and do not have a value 
greater than 5 per centum of the value of the total assets of the bank holding 
company; or to the ownership by a bank holding company Of shares, secu- 
rities, or obligations of an investment company which is not a bank holding 
company and which is not engaged in any business other than investing in 
securities, which securities do not include more than 5 per centum of the 
outstanding voting securities of any company and do not include any single 
asset having a value greater than 5 per centum of the value of the total assets 
of the bank holding company. 


BORROWING BY BANK HOLDING COMPANY OR ITS SUBSIDIARIES 


Sec. 7. From and after the effective date of this Act, it shall be unlawful 
for a bank— 

(a) to invest any of its funds in the capital stock, bonds, debentures, or 
other obligations of a bank holding company of which it is a subsidiary, or 
of a subsidiary of such bank holding company; 
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(b) to accept the capital stock, bonds, debentures, or other obligations of 
a bank holding company of which it is a subsidiary or a subsidiary of such 
bank holding company, as collateral seeurity for advances made to any 
person or company: Provided, Nowever, That any bank may accept such 
capital stock, bonds, debentures, or other obligations as security for debts 
previously contracted but such collateral shall not be held for a period of 
over two years; 

(c) to purchase securities, other assets or obilgations under repurchase 
agreement from a bank holding company of which it is a subsidiary or a 
subsidiary of such bank holding company ; and 

(d) to make any loan, discount or extension of credit to a bank holding 
company of which it is a subsidiary or to a subsidiary of such bank holding 
company. Non-interest-bearing deposits to the credit of a bank shall not be 
deemed to be a loan or advance to the bank of deposit, nor shall the giving 
of immediate credit to a bank upon uncollected items received in the ordinary 
course of business be deemed to be a loan or advance to the depositing bank. 

The provisions of this section shall not apply (1) to the capital stock, bonds, 
debentures, or other obligations of any company described in section 6 (¢c) (1) 
of this Act, or (2) any company whose subsidiary status has arisen out of a 
bona fide debt to the bank contracted prior to the date of the creation of such 
status, or (3) any company whose subsidiary status exists by reason of the 
ownership or control of voting shares thereof by the bank as executor, adminis- 
trator, trustee, receiver, agent, or depositary, or in any other fiduciary capacity, 
except where such shares are held for the benefit of all or a majority of the 
stockholders of such bank. 


RESERVATION OF RIGHTS TO STATES 


Sec. 8. The enactment by Congress of the Bank Holding Company Act of 1955 
shall not be construed as preventing any State from exercising such powers and 
jurisdiction which it now has or may hereafter have with respect to banks, 
bank holding companies, and subsidiaries thereof. 


HEARINGS AND REVIEW 


Sec. 9, Any shareholder, bank holding company, company, individual, or group 
directly interested in any transaction or proposal for which approval is required 
by the Board pursuant to the provisions of this Act shall have the right to make 
application therefor to the Board. If the Board shall disapprove the same, it 
shall be the duty of the Board promptly to notify the applicant or applicants, 
stating the facts which in the judgment of the Board warrant the adverse finding 
with respect to any factor or factors. Any person as defined by section 2 (b) of 
the Administrative Procedure Act directly affected by any order, rule, regula- 
tion, or determination made, or other action taken by the Board, or affected by 
any failure to take action on an application to the Board under this Act shall 
have the right, pursuant to the provisions of the Administrative Procedure Act, 
to a judicial review of any such order, rule, regulation, adjudication, determina- 
tion, or other action or nonaction of the Board by which such person is adversely 
affected or aggrieved or has suffered legal wrong. Upon such review the action 
or nonaction which is the subject thereof shall not be considered to be action 
committed to agency discretion within section 10 of the Administrative Procedure 
Act (Act of June 11, 1946, ch. 324, sec. 10, 60 Stat. 243 ; title 5, sec. 1009 U. S. C. A.). 
The facts shall be subject to trial de novo in an appropriate court proceeding, and 
the action or nonaction of the Board shall be subject to review and may be 
corrected by the court if the same is shown to be discriminatory, unwarranted 
by the facts, based on consideration inconsistent with the policies of this Act 
or otherwise unlawful within subsection (e) of section 10 of the said Adminis- 
trative Procedure Act. 


PENALTIES 


Seo. 10. Any company which willfully violates any provision of this Act, 
or any regulation or order issued by the Board pursuant thereto, shall upon 
conviction be fined not more than $1,000 for each day during which the violation 
continues. Any individual who wiilfully participates in a violation of any 
provision of this Act, shall upon conviction be fined not more than $10,000 or 
imprisoned not more than one year, or both. Every officer, director, agent, and 
employee of a bank holding compat.y shall be subject to the same penalties 
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for false entries in any book, report, or statement of such bank holding company 
as are applicabie to officers, directors, agents, and employees of member banks 
for false entries in any books, reports, or statements of member banks under 
section 1005 of title 18, United States Code. 


TECHNICAL AMENDMENTS 


Sec. 11. (a) The last sentence of the sixteenth paragraph of section 4 of the 
Federal Reserve Act, as amended, is amended by striking ont all of the language 
therein which follows the colon and by inserting in lieu thereof the following: 
“Provided, That whenever any member banks within the same Federal Reserve 
district are subsidiaries of the same bank holding company within the meaning 
of the Bank Holding Company Act of 1955, participation in any such nomination 
or election by such member banks, including such bank holding company if it 
is also a member bank, shall be confined to one of such banks, which may be 
designated for the purpose by such holding company.” 

(b) (1) The [eighteenth] nineteenth paragraph of section 9 of the Federal 
Reserve Act is amended by striking out the last sentence of such paragraph. 

(2) The [twenty-first] twenty-second paragraph of section 9 of the Federal 
Reserve Act is repealed. 

[(c) Subsection (b) of section 2 of the Banking Act of 1933, as amended, is 
amended to read as follows: 

[(b) Except where otherwise specifically provided the term ‘bank holding 
company’ or ‘affiliate’ shall include any bank holding company as defined in 
section 3 (a) of the Bank Holding Company Act of 1955.”. 

£(d)] (c) Subsection (c) of section 2 of the Banking Act of 1933, as amended, 
is reperled. 

[(e)] (ad) Section 5144 of the Revised Statutes, as amended, is amended to 
read as follows: 

“Spo. 5144. In all elections of directors, each shareholder shall have the right 
to vote the number of shares owned by him for as many persons as there are 
directors to be elected, or to cumulate such shares and give one candidate as many 
votes as the number of directors multiplied by the number of his shares shall 
equal, or to distribute them on the same principle among as many candidates 
as he shall think fit; and in deciding all other questions at meetings of share- 
holders, each shareholder shall be entitled to one vote on each share of stock 
held by him; except that (1) this shall not be construed as limiting the voting 
rights of holders of preferred stock under the terms and provisions of articles 
of association, or amendments thereto, adopted pursuant to the provisions of 
section 302 (a) of the Emergency Banking and Bank Conservation Act, approved 
March 9, 1933, as amended; (2) in the election of directors, shares of its own 
stock held by a national bank as sole trustee, whether registered in its own name 
as such trustee or in the name of its nominee, shall not be voted by the registered 
owner unless under the terms of the trust the manner in which such shares shall 
be voted may be determined by a donor or beneficiary of the trust and unless such 
donor or beneficiary actually directs how such shares shall be voted: and (3) 
shares of its own stock held by a national bank and one or more persons as 
trustees may he voted by such other person or persons, as trustees, in the same 
manner as if he or they were the sole trustee. Shareholders may vote by proxies 
duly authorized in writing; but no officer, clerk, teller, or bookkeeper of such 
bank shall act as proxy; and no shareholder whose liability is past due and 
unpaid shall be allowed to vote. Whenever shares of stock cannot be voted by 
reason of being held by the bank as sole trustee, such shares shall be excluded in 
determining whether matters voted upon by the shareholders were adopted by 
the requisite percentage of shares.”. 

[(f)1¥ (e) The second paragraph of section 5211 of the Revised Statutes is 
amended by striking out the second sentence of such paragraph. 

[(2)1(f) (1) Subchapter O of chapter 1 of the Internal Revenue Code of 1954 
is amended by adding at the end thereof the following new part: 


“PART VIII—DISTRIBUTIONS [AND EXCHANGES] PURSUANT TO BANK 
HOLDING COMPANY ACT OF 1955 


“See. 1101. [Nonrecognition of gain or loss on distributions and exchanges] 
Distributions pursuant to Bank Holding Company Act of 1955. 

“See, 1102, FRecie for determining gain or loss] Special rules. 

“Sec. 1108. Definitions. 
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“SEC. 1101. [NONRECOGNITION OF GAIN OR LOSS ON] DISTRIBUTIONS [AND EX- 
CHANGES] PURSUANT TO BANK HOLDING COMPANY ACT OF 1955. 

(''(a) Distrisutions.—In the case of a distribution of property not permitted 
to be owned by a bank holding company under the provisions of the Bank Holding 
Company Act of 1955 or made in order that a company may not come under the 
provisions of such Act, held by a bank holding company on the date of enactment 
of such Act or thereafter legally acquired pursuant to such Act, made pursuant 
to an order of the Board of Governors of the Federal Reserve System authoriz- 
ing, approving, or directing such distribution as effectuating the policy of the 
Bank Holding Company Act of 1955, to a shareholder in such bank holding com- 
pany as defined in such Act, without the surrender by such shareholder of stock 
or securities in such company, no gain or loss to the distributor or distributee 
shall be recognized. 

C(b) Excuanees.—No gain or loss to the distributor or distributee shall be 
recognized if a bank holding company, pursuant to an order of the Board of 
Governors of the Federal Reserve System authorizing, approving, or directing 
such exchange as effectuating the policy of the Bank Holding Company Act of 
1955, transfers property not permitted to be owned by a bank holding company 
under the provisions of section 6 of such Act, to a corporation organized to receive 
such property solely in exchange for all of the stock of such transferee corpora- 
tion and such stock is distributed forthwith in a distribution subject to the pro- 
visions of subsection (a). 

[‘‘(c) Ruxes For APPLICATION OF SUBSECTIONS (a) and (b).—The provisions of 
subsections (a) and (b) shall not apply unless the Board of Governors of the 
Federal Reserve System shall certify that such distribution or exchange was of 
property not permitted to be owned under the provisions of section 6 of the Bank 
Holding Company Act of 1955 and was necessary or appropriate to effectuate the 
provisions of such Act. In such certification, the Board of Governors of the 
Federal Reserve System shall specify and itemize the stock, securities, or other 
property so distributed or exchanged. 

[“SEC. 1102. BASIS FOR DETERMINING GAIN OR LOSS. 

[‘‘(1) Proprrry Acquirep UNpER Section 101 (a).— 

[“(1) Property OTHER THAN STOCK OR SECURITIES.—If property other than 
stock or securities is acquired in a distribution subject to the provisions of 
section 1101 (a), then the basis of such property shall be the same as it would 
be in the hands of the company distributing such property: and an amount 
equal to the adjusted basis which such property had in the hands of such 
distributing company at the time of such distribution shall be applied against 
and reduce the adjusted basis of the stock in respect of which the distribution 
was made. 

[‘‘(2) Svrock or securities. If stock or securities is acquired in a dis- 
tribution subject to the provisions of section 1101 (a), then the basis in 
the case of the stock in respect of which the distribution was made shall 
be apportioned, under regulations prescribed by the Secretary or his delegate, 
between such stock and the stock or securities acquired in such distribution. 

(‘(3) Srock, oR SECURITIES, AND OTHER PROPERTY. Where stock or secu- 
rities and property other than stock or securities are acquired in a distribu- 
tion subject to the provisions of section 1101 (a), paragraph (1) of this 
subsection shall be applied before paragraph (2). 

[(b) Property TRANSFERRED UNpveR Section 1101 (b). 

[‘“(1) Basts or stock. If stock is acquired by a bank holding company 
in an exchange subject to the provisions of section 1101 (b), then the basis 
of such stock shall be the same as in the case of the property exchanged; 
and when, in a distribution subject to the provisions of section 1101 (a), 
such stock is acquired by a distributee of such company, then the basis 
of such stock and the stock in respect of which the distribution was made 
shall be determined in the manner provided in subsection (a) (2) of this 
section. 

(“(2) Basis or property. If property is acquired by a corporation in 
a transfer from a bank holding company subject to the provisions of sec- 
tion 1101 (b), then the basis of such property shall be the same as it would 
be in the hands of such bank holding company.”] 

“(a) Disrripvurions or Prouipirep Proprerry.—If— 

(1) a qualified bank holding corporation distributes (with respect to its stock) 
prohibiied property to a shareholder, without the surrender by such shareholder 
of stock or securities in such corporation; and 
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(2) the Board has, before the distribution, certified that the distribution of 
such property is necessary or appropriate to effectuate the first sentence of section 
6 (a) of the Bank Holding Company Act of 1954, 

then no gain to the shareholder from the receipt of such property shall be recognized. 
This subsection shall not apply to any distribution by a corporation which has made 
any distribution pursuant to subsection (b). 

“(b) Corporation Crasine To Be a Bank Hoitpine Company.—If— 

‘*(1) a qualified bank holding corporation distributes (with respect to its stock) 
property to a shareholder, without the surrender by such shareholder of stock or 
securities in such corporation; and 

“(2) the Board has, before the distribution, certified that (A) such 
property is of a kind which causes such corporation to be a bank holding 
company, (B) the disposition of property of that kind is necessary to enable 
such corporation to cease being a bank holding company, and (C) the 
distribution is necessary or appropriate to effectuate the policies of the Bank 
Holding Company Act of 1955, 

then no gain to the shareholder from the receipt of such property shall be recog- 
nized. This subsection shall not apply to any distribution by a corporation which 
has made any distribution pursuant to subsection (a). 

‘(c) Property Aceutrep Arrer May 16, 1955.— 

“(1) In GEeNERAL.—Except as provided in paragraphs (2) and (3), sub- 
section (a) or (b) shall not apply to 

“(A) any property acquired by the distributing corporation after 
Vay 15, 1955, unless (i) gain to such corporation with respect to the 
receipt of such property was not recognized by reason of subsection (a) 
or (b), or (ii) such property was received by it in exchange for all its 
stock in an exchange to which paragraph (2) or (8) applies, or 

“(B) any property which was acquired by the distributing corporation 
in a distribution with respect to stock acquired by such corporation after 
May 15, 1955, unless such stock was acquired by such corporation (i) 
in @ distribution (with respect to stock held by it on May 15, 1955, or with 
respect to stock in respect of which all previous applications of this 
clause are satisfied) with respect to which gain to it was not recognized 
by reason of subsection (a) or (b), or (ii) in exchange for all of its 
stock in an exchange to which paragraph (2) or (3) applies. 

EXCHANGES INVOLVING PROHIBITED PROPERTY.—If— 

“(A) any qualified bank holding corporation exchanges (i) solely 
property which, under subsection (a), such corporation would distribute 
directly to its shareholders without the recognition of gain to such share- 
holders, for (ii) all of the stock of a second corporation created and 
availed of solely for the purpose of receiving such property; 

“(B) immediately after the exchange, the qualified bank holding 
corporation distributes all of such stock to its shareholders with respect 
to its stock; and 

“(O) before such exchange, the Board has certified that the exchange 
and distribution are necessary or appropriate to effectuate the first 
sentence of section 6 (a) of the Bank Holding Company Act of 1955, 
then paragraph (1) shall not apply with respect to such distribution. 

““(3) EXCHANGES INVOLVING INTERESTS IN BANKS.—If— 

“(A) any qualified bank holding corporation exchanges (i) solely 
property which, under subsection (b), such corporation could distribute 
directly to its shareholders without the recognition of gain to such 
shareholders, for (ii) all of the stock of a second corporation created 
and availed of solely for the purpose of receiving such property; 

“(B) immediately after the exchange, the qualified bank holding 
corporation distributes all of such stock to its shareholders with respect 
to its stock; and 

“(0) before such exchange, the Board has certified— 

“(i) that such property is of a kind which causes such corporation 
to be a bank holding company ; 

“(ii) that the disposition of property of that kind is necessary 
to enable such corporation to cease being a bank holding company ; 
and 

“(dit) that the exchange and distribution are necessary or appro- 
priate to effectuate the policies of the Bank Holding Company Act 
of 1955, 
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then paragraph (1) shall not apply with respect to such distribution. 

“(d) Cerrain Conrrisurions To CapiraL ArreR May 15, 1955. 

““(7) In GenERAL.—The nonrecognition of gain provided by subsection (a) 
or (b) shall not apply to that portion of any distribution which is attributable to 
any contribution to the capital of any corporation made after May 15, 1955 

(2) SPECIAL RULE FOR CONTRIBUTION TO CAPITAL OF BANKS.—Paragraph (1 
shall not apply with respect to any contribution to the capital of a hank. if the 
Secretary or his delegate determines that the avoidance of Federal income tax 
was not one of the principal purposes for the making of such contribution 

“(e) FinaL CERTIFICATION.— 

(1) For suspsectrion (a).—Subsection (a) shall not apply with respect to 
any distribution by a corporation unless the Board certifies that, before the expira- 
tion of the period permitted under section 6 (a) of such Act (including any exten- 
sion thereof granted to such corporation under such section 6 (a)), the corporation 
has disposed of all the property the disposition of which is necessary or appro- 
priate to effectuate the first sentence of such section 6 (a) (or would have been so 
necessary or appropriate if the corporation had continued to be a bank holding 
company). 

(2) For suspsecrion (b).— 

(A) Subsection (b) shall not apply with respect to any distribution by any 
corporation unless the Board certifies that, before the expiration of the period 
specified in subparagraph (B), the corporation has ceased to be a bank holding 
company. 

“(B) The period referred to in subparagraph (A) is the period which 
cepires 2 years after the date of the enactment of this part. The Board is 
authorized, on application by any corporation, to extend such period from 
time to time with respect to such corporation for not more than 1 year at a 
time if, in its judgment, such an extension would not be detrimental to the 
public interest; except that such period may not in any case be extended 
beyond the date 5 years after the date of the enactment of this part. 

“SEC. 1102. SPECIAL RULES. 

(a) Basis or Property Acqurrep 1N Disrrisorions.—If, by reason of sec- 
tion 1101, gain is not recognized with respect to the receipt of any property, then 
the basis of such property and of the stock with respect to which it is distributed shall, 
in the distributee’s hands, be determined by allocating between such property and 
such stock the adjusted basis of such stock. Such allocation shall be made under 
regulations prescribed by the Secretary or his delegate. 


“(b) Periods of Limitation—The periods of limitation provided in sections 
6501 und 6502 on the making of an assessment or the collection by levy or a 
proceeding in court shall not expire, with respect to any deficiency (including 
interest and additions to the tax) resulting solely from the receipt of property 
to which subsection (a) or (b) of section 1101 applies, before the date which is 
one year after the date on which the corporation notifies the Secretary or his 
delegate that final certification by the Board with respect to the corporation from 
which such property was received has been made under section 1101 (e); and 
such assessment and collection may be made notwithstanding any provision of 
law or rule of law which would otherwise prevent such assessment and collection. 

“"(c) AtLocaTion or EArNnin@s AND Prorirs.—In the case of any exchange 
described in section 1101 (c) (2) or (3), the earnings and profits of the corporation 
transferring the property shall be properly allocated between such corporation and 
the corporation receiving such property under regulations prescribed by the Secretary 
or his delegate. 

“(d) Iremization or Properry.—In any certification under this part, the Board 
shall make such specification and itemization of property as may be necessary to 
carry out the provisions of this part. 


“SEC. 1103. DEFINITIONS. 


(a) Banx Hoipine Company.—For purposes of this part, the term ‘bank holding 
company’ has the meaning assigned to such term by section 3 of the Bank Holding 
Company Act of 1956. 

(6b) Ovatiriep Bank Hoipine CorporaTion.— 

““(1) In GenERAL,—Except as provided in paragraph (2), for purposes of 
this part the term ‘qualified bank holding corporation’ means any corporation 
which is a bank holding company and which holds prohibited property acquired 
by 7ti— 

“(A) enor before May 15, 1955, 
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“(B) in a distribution in which gain to such corporation with respect 
to the receipt of such property was not recognized by reason of subsec- 
tion (a) of section 1101, or 

“(0) in exchange for all of its stock in an exchange described in 
section 1101 (c) (2). 

(2) LimIraTIons. 

(A) A bank holding company shall not be a qualified bank holding 
corporation, unless it would have been a bank holding company on May 
15, 1955, if the Bank Holding Company Act of 1955 had been in effect on 
such date, or unless it is a bank holding company determined solely by 
reference to 

“(i) property acquired by it on or before May 15, 1955, 

“(ii) property acquired by it in a distribution in which gain to 
such corporation with respect to the receipt of such property was 
not recognized by reason of subsection (a) or (b) of section 1101, 
and 

“(iii) property acquired by it in erchange for all of its stock in an 
exchange described in section 1101 (c) (2) or (8). 

“(B) A bank holding company shall not be a qualified bank holding 
corporation by reason of property described in subparagraph (B) of 
paragraph (1) or clause (ii) of subparagraph (A) of this paragraph, 
unless such property was acquired in a distribution with respect to stock, 
which stock was acquired by such bank holding company— 

“(i) on or before May 15, 1955, 

“(ii) in a distribution (ivith respect to stock held by it on May 
15, 1955, or with respect to stock in respect of which all previous 
applications of this clause are satisfied) with respect to which 
gain to it was not recognized by reason of subsection (a) or (b) of 
section 1101, or 

“(iii) in exchange for all of its stock in an erchange described in 
section 1101 (ec) (2) or (8). 

“(0) A corporation shall be treated as a qualified bank holding cor- 
poration only if the Board certifies that it satisfies the foregoing require- 
ments of this subsection. 

“(c) Pronrerirep Property.—For purposes of this part, the term ‘prohibited 
property’ means, in the case of any bank holding company, property (other than non- 
exempt property) the disposition of which would be necessary or appropriate to 
effectuate the first sentence of section 6 (a) of the Bank Holding Company Act of 
1955 if such company continued to be a bank holding company beyond the period 
(including any extensions thereof) specified in such section 6 (a) or in section 1101 
(e) (2) (B) of this part, as the case may be. The term ‘prohibited property’ does not 
include shares, securities, or obligations of any company held by a bank holding com- 
pany to the extent that the prohibitions of section 6 of the Bank Holding Company 
Act of 1955 do not apply to the ownership by such bank holding company of such 
pronerty by reason of subsection (c) (6) of such section. 

“(d) Nonexempr Property.—For purposes of this part, the term ‘nonexempt 
property, means 

“(1) obligations (including notes, drafts, bills of exchanges, and bankers’ 
acceptances) having a maturity at the time of issuance of not exceeding 
24 months, exclusive of days of grace; 

“(2) securities issued by or guaranteed as to principal or interest by a 
government or subdivision thereof or by any instrumentality of a govern- 
ment or subdivision; or 

“(3) money, and the right to receive money not evidenced by a security 
or obligation (other than a security or obligation described in paragraph (1) 
or (2)). 

(e) Boarp.—For purposes of this part, the term ‘Board’ means the Board of 
Governors of the Federal Reserve System.”’ 

(2) The table of parts for subchapter O of chapter 1 of the Internal Revenue 

Code of 1954 is amended by adding at the end thereof the following: 


wr és 


“Part VIII. Distributions pursuant to Bank Holding Company Act of 1955.” 


(3) The amendments made by this subsection shall apply with respect to 
tarable years ending after the date of the enactment of this Act. 

[Ch] (gz) (1) Paragraph 4 of subsection (c) of section 3 of the Investment 
Company Act of 1940 is amended to read as follows: 
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“(4) Any bank holding company which is registered with the Board of Goy- 
ernors of the Federal Reserve System pursuant to the Bank Holding Company 
Act of 1955, or any banking subsidiary or any other subsidiary thereof which 
is exempt from section 6 by reason of the provisions of subsection (c) (1) there- 
of as defined in said Act.” 

(2) Paragraph (11) of subsection (a) of section 202 of the Investment 
Advisers Act of 1940 is amended by changing the words “or any holding com- 
pany affiliate, as defined in the Banking Act of 1933” to read ‘or any bank hold- 
ing company, as defined in the Bank Holding Company Act of 1955, or any bank- 
ing subsidiary or any other subsidiary thereof which is exempt from section 6 
by reason of the provisions of subsection (c) (1) thereof as defined in said 
Act.” 

Sec. 12. Nothing herein contained shall be interpreted or construed as ap- 
proving any act, action, or conduct which is or has been or may be in violation 
of existing law, nor shall anything herein contained constitute a defense to any 
action, suit, or proceeding pending or hereafter instituted on account of any 
prohibited antitrust or monopolistic act, action, or conduct. 


SEPARABILITY OF PROVISIONS 


Sec. [12] 13. If any provision of this Act, or the application of such provi- 
sion to any person or circumstance, shall be held invalid, the remainder of the 
Act, and the application of such provision to persons or circumstances other 
than those to which it is held invalid, shall not be affected thereby. 


[S. 2350, 84th Cong., Ist sess. ] 


A BILL To define bank holding companies, control their future expansion, and require 
divestment of their nonbanking interests 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Bank 
Holding Company Act of 1955.” 


DEFINITIONS 


Sec. 2. (a) “Bank holding company” means any company (1) which directly 
or indirectly owns or controls or shall have owned or controlled at any time 
after , 1955, a majority of the voting shares of any bank, (2) which at 
any time after such date shall have directly or indirectly owned or controlled at 
the time of the election of directors of any bank more than 50 per centum of the 
shares which were voted at such election, (3) which controls or shall have con- 
trolled in any manner at any time after such date the election of a majority of 
the directors of any bank, or (4) for the benefit of whose shareholders or mem- 
bers a majority of the voting shares of any bank or bank holding company is held 
or shall have been held by trustees at any time after such date; and for the 
purposes of this Act, any successor to any such company, shall be deemed to be a 
bank holding company from the date as of which such predecessor company 
became a bank holding company. Notwithstanding the foregoing, no company 
shall be considered a bank holding company by virtue of clauses (1), (2), or (4) 
of the preceding sentence if it does not own or control, directly or indirectly, more 
than 5 per centum of the voting shares of any bank and if not more than 5 per 
eentum of the voting shares of any bank or bank holding company are held by 
trustees for the benefit of such company’s shareholders or members; and no bank 
shall be a bank holding company by virtue of its ownership or control of shares in 
a fiduciary capacity, except where such shares are held for the benefit of the 
shareholders of such bank. 

(b) “Company” means any corporation, business trust, association, or similar 
organization, but shall not include any corporation the majority of the shares 
of which are owned by the United States or by any State. 

(c) “Bank” means any national bank or any bank, banking association, savings 
bank, or trust company organized under the laws of any State or of the District 
of Columbia which receives deposits subject to check. 

(d) The term ‘‘successor” shall include any company which acquires directly 
or indirectly from a bank holding company shares of any bank, when and if the 
relationship between such company and the bank holding company is such that 
the transaction effects no substantial change in the control of the bank or bene- 
ficial ownership of such shares of such bank. The Board may, by regulation, 
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further define the term “successor” to the extent necessary to prevent evasion of 
the purposes of this Act. 
(e) “Board” means the Board of Governors of the Federal Reserve System. 


ACQUISITION OF BANK SHARES 


Sec. 3. (a) It shall be unlawful except with the prior approval of the Board (1) 
for any action to be taken which results in a company becoming a bank holding 
company under section 2 (a) of this Act; (2) for any bank holding company to 
acquire direct or indirect ownership or control of any voting shares of any bank 
if, after such acquisition, such company will directly or indirectly own or control 
more than 5 per centum of the outstanding voting shares of such bank; or (3) for 
any bank holding company to merge or consolidate with any other bank holding 
company. Notwithstanding the foregoing, this prohibition shall not apply to 
shares acquired by a bank (1) in good faith in a fiduciary capacity, except where 
such shares are held for the benefit of the shareholders of such bank, or (2) in 
the regular course of securing or collecting a debt previously contracted in good 
faith; but any shares acquired after the date of this Act in securing or collecting 
any such previously contracted debt shall be disposed of within a period of two 
years from the date on which they were acquired. 

(b) In determining in its discretion whether or not to approve any acquisition 
oer merger or consolidation under this section, the Board shall take into considera- 
tion the following factors: (1) the financial history and condition of the bank 
holding company or companies and the banks concerned; (2) their prospects; 
(3) the character of their management; (4) the convenience, needs, and welfare 
of the communities and the area concerned; and (5) whether or not the effect 
of such acquisition or merger or consolidation would be to expand the size or 
extent of the bank holding company system involved beyond limits consistent 
with adequate and sound banking and the public interest and the preservation 
of competition in the field of banking. 

(c) Before approving any acquisition or merger or consolidation under this 
section, other than the acquisition by a bank holding company of ownership or 
control of shares of a bank of which such company already owns or controls 
a majority of shares, the Board shall consider any views or recommendations 
which may be submitted by the Federal bank supervisory authorities and the 
appropriate State bank supervisory authorities, such Federal and State authori- 
ties to be given notice of the proposed action and allowed thirty days in which 
to submit their views and recommendations. No acquisition of ownership or 
control of the shares of any State or National bank in any State shall be approved 
under this section if, under the same circumstances, the acquisition of such 
ownership or control of shares of a State bank avould be expressly prohibited by 
the statutes of such State. 


INTERESTS OF NONBANKING ORGANIZATIONS 


Sec. 4. (a) Except as otherwise provided in this Act, no bank holding company 
shall- 
(1) after the date of this Act acquire direct or indirect ownership or 
control of any voting shares of any company which is not a bank, or 
(2) after two years from the date of this Act or from the date as of 
which it becomes a bank holding company, whichever is later, retain direct 
or indirect ownership or control of any voting shares of any company which 
is not a bank or engage in any business other than that of banking or of 
managing or controlling banks. 


The Board is authorized, upon application by a bank holding company, to extend 
the period referred to in subparagraph (2) above from time to time as to such 
company for not more than one year at a time if, in its judgment, such an exten- 
sion would not be detrimental to the publie interest, provided that no such 
extensions shall extend beyond a date five years after the date of this Act. 

(b) After two years from the date of this Act, no certificate evidencing the 
voting shares of any bank holding company shall bear any statement purporting 
to represent the voting shares of any other company except a bank or a bank 
holding company ; nor shall the ownership, sale, or transfer of the voting shares 
of any bank holding company be conditioned in any manner whatsoever upon 
the ownership, sale, or transfer of the voting shares of any other company except 
a bank or a bank holding company. 
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(c) The prohibitions of this section shall not apply— 

(1) to shares of any company engaged solely in a safe deposit or fiduciary 
business or of any company all the activities of which the Board has deter- 
mined to be so closely related to the business of banking or of managing or 
controlling banks as to be a proper incident thereto and as to make it unnec- 
essary for the prohibitions of this section to apply in order to carry out the 
purposes of this Act; 

(2) to shares acquired by a bank in good faith in a fiduciary capacity, 
except where such shares are held for the benefit of the shareholders of such 
bank ; 

(3) to shares acquired by a bank in the regular course of securing or 
collecting a debt previously contracted in good faith, but any such shares 
shall be disposed of within a period of two years from the date on which 
they were acquired or from the date of this Act, whichever is later, except 
that the Board is authorized, upon application by such bank, to extend this 
period from time to time as to such bank for not more than one year at a 
time if, in its judgment, such an extension would not be detrimental to the 
public interest, provided that no such extensions shall extend beyond a date 
five years after the date of this Act; or 

(4) to the ownership by a bank holding company of shares of any com- 
pany which do not include more than 5 per centum of the outstanding voting 
shares of such company and do not have a value greater than 5 per centum of 
the value of the total assets of such bank holding company. 

(d) In addition, the prohibitions of this section shall not apply— 

(1) to any bank holding company which is organized and operated prin- 
cipally for religious, charitable, scientific, literary, or educational purposes, 
if no part of the net earnings thereof inures to the benefit of any private 
shareholder or individual, and no substantial part of the activities thereof 
consists in the carrying on of propaganda or otherwise attempting to influ- 
ence legislation ; or 

(2) to any other bank holding company if the Board in its discretion 
determines that such company is a bank holding company only by virtue 
of its control of a bank for the purpose of providing necessary banking 
facilities or assuring the sound financial condition of such bank or for 
similar reasons clearly in the public interest, but any such determination 
shall be subject to revocation at any time by the Board in its discretion, in 
which event such bank holding company shall within two years from the 
date of such revocation effect compliance with the requirements of this 
section. 


ADMINISTRATION 


Sec. 5. (a) Within ninety days after the date of this Act, or within ninety 
days after becoming a bank holding company, whichever is later, each bank 
holding company shall register with the Board on forms prescribed by the 
3oard, which shall inelude such information with respect to the financial history 
and condition and the operations and management of such company and the 
banks which it controls, the relationships of such company with banks and other 
organizations, and related matters, as the Board may deem necessary or appro- 
priate to carry out the purposes of this Act. The Board may, in its discretion, 
extend the time within which a bank holding company shall register and file 
the requisite information. 

(b) The Board from time to time may require any bank holding company to 
furnish such information regarding such company and its relations with banks 
and other organizations as the Board may deem appropriate or necessary to 
enable it to determine whether or not to grant any approval or take any other 
action contemplated by this Act; to determine compliance with the provisions 
of this Act and to prevent evasions thereof; and to keep the Congress informed 
with respect to the administration of this Act. For the purpose of obtaining 
such information, the Board may require reports from any bank holding com- 
pany in such form and at such times as it may pres¢ribe and may, if it deems 
such action necessary, make examinations of any bank holding company, in 
which event the expenses of any such examination may, in the discretion of the 
Board, be assessed against the bank holding company and, when so assessed, 
shall be paid by such company. To the extent that the information contained 
therein is adequate for the purposes of this subsection, the Board is authorized 
to use the available reports of examination made by or on behalf of any Federal 
or State bank supervisory authority. 
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(c) Before the expiration of five years following the date of this Act the 
Board shall report to Congress the results of the administration of this Act, 
stating what, if any, substantial difficulties have been encountered in carrying 
out the purposes of this Act, and any recommendations as to changes in the 
law which in the opinion of the Board would be desirable. 


CRIMINAL PENALTIES 


Sec. 6. Any company which willfully violates any provision of this Act shall 
upon conviction be fined not more than $1,000 for each day during which the 
violation continues; and any individual who willfully participates in any such 
violation shall upon conviction be fined not more than $10,000 or imprisoned 
not more than one year, or both. Every officer, director, agent, and employee 
of a bank holding company shall be subject to the same penalties for false entries 
in any book, report, or statement of such bank holding company as are applicable 
to officers, directors, agents, and employees of member banks for false entries 
in any books, reports, or statements of member banks under section 1005 of title 
18, United States Code. 


AMENDMENTS TO INTERNAL REVENUE CODE 


Sec. 7. (1) Subchapter O of chapter 1 of the Internal Revenue Code of 1954 
is amended by adding at the end thereof the following new part: 


“PART VIII—DISTRIBUTIONS PURSUANT TO BANK HOLDING 
COMPANY ACT OF 1955 


“Sec. 1101, Distributions pursuant to Bank Holding Company Act of 1955. 
“Sec, 1102, Special rules. 
“See. 1103. Definitions. 
“SEC. 1101. DISTRIBUTIONS PURSUANT TO BANK HOLDING COMPANY ACT OF 1955. 
““(a) DISTRIBUTIONS OF PROHIBITED PROPERTY.—If— 

(1) a qualified bank holding corporation distributes (with respect to 
its stock) prohibited property to a shareholder, without the surrender by 
such shareholder of stock or securities in such corporation ; and 

““(2) the Board has, before the distribution, certified that the distribution 
of such property is necessary or appropriate to effectuate section 4 (a) of the 
Bank Holding Company Act of 1955, 

then no gain to the shareholder from the receipt of such property shall be recog- 
nized. This subsection shall not apply to any distribution by a corporation which 
has made any distribution pursuant to subsection (b). 

“(b) CORPORATION CEASING To BE a BANK HOLDING CoMmpany.—If— 

“(1) a qualified bank holding corporation distributes (with respect to its 
stock) property to a shareholder, without the surrender by such shareholder 
of stock or securities in such corporation; and 

“(2) the Board has, before the distribution, certified that (A) such prop- 
erty is of a kind which causes such corporation to be a bank holding company, 
(B) the disposition of property of that kind is necessary to enable such 
corporation to cease being a bank holding company, and (C) the distribution 
is necessary or appropriate to effectuate the policies of the Bank Holding 
Company Act of 1955, 

then no gain to the shareholder from the receipt of such property shall be recog- 
nized. This subsection shall not apply to any distribution by a corporation which 
has made any distribution pursuant to subsection (a). 

“(¢c) Property ACQUIRED AFTER May 15, 1955.— 

“(1) IN GENERAL.—Except as provided in paragraphs (2) and (3), sub 
section (a) or (b) shall not apply to— 

(A) any property acquired by the distributing corporation after May 
15, 1955, unless (i) gain to such corporation with respect to the receipt 
of such property was not recognized by reason of subsection (a) or (b), 
or (ii) such property was received by it in exchange for all of its stock 
in an exchange to which paragraph (2) or (3) applies, or 

“(B) any property which was acquired by the distributing corporation 
in a distribution with respect to stock acquired by such corporation after 
May 15, 1955, unless such stock was acquired by such corporation (i) 
in a distribution (with respect to stock held by it on May 15, 1955, or 
with respect to stock in respect of which all previous applications of 

this clause are satisfied) with respect to which gain to it was not recog- 
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nized by reason of subsection (a) or (b), or (ii) in exchange for all 
of its stock in an exchange to which paragraph (2) or (3) applies. 
(2) EXCHANGES INVOLVING PROHIBITED PROPERTY.—If— 

“(A) any qualified bank holding corporation exchanges (i) solely 
property which, under subsection (a), such corporation could distribute 
directly to its shareholders without the recognition of gain to such 
shareholders, for (ii) all of the stock of a second corporation created 
and availed of solely for the purpose of receiving such property ; 

“(B) immediately after the exchange, the qualified bank holding 
corporation distributes all of such stock to its shareholders with respect 
to its stock; and 

“(C) before such exchange, the Board has certified that the exchange 
and distribution are necessary or appropriate to effectuate section 4 
(a) of the Bank Holding Company Act of 1955. 

then paragraph (1) shall not apply with respect to such distribution. 
“(3) EXCHANGES INVOLVING INTERESTS IN BANKS.—If- 

“(A) any qualified bank holding corporation exchanges (i) solely 
property which, under subsection (b), such corporation could distribute 
directly to its shareholders without the recognition of gain to such 
shareholders, for (ii) all of the stock of a second corporation created 
and availed of solely for the purpose of receiving such property ; 

“(B) immediately after the exchange, the qualified bank holding 
corporation distributes all of such stock to its shareholders with respect 
to its stock; and 

“(C) before such exchange, the Board has certified 

*(i) that such property is of a kind which causes such corporation 
to be a bank holding company ; 

“(ii) that the disposition of property of that kind is necessary 
to enable such corporation to cease being a bank holding company ; 
and 

“(iii) that the exchange and distribution are necessary or appro- 
priate to effectuate the policies of the Bank Holding Company Act 
of 1955, 

then paragraph (1) shall not apply with respect to such distribution. 


(dad) CERTAIN CONTRIBUTIONS TO CAPITAL AFTER May 15, 1955.— 


“(1) In GeNeRAL.—The nonrecognition of gain provided by subsection 
(a) or (b) shall not apply to that portion of any distribution which is 
attributable to any contribution to the capital of any corporation made after 
May 15, 1955. 

“(2) SPECIAL RULE FOR CONTRIBUTION TO CAPITAL OF BANKS.—Paragraph (1) 
shall not apply with respect to any contribution to the capital of a bank, 
if the Secretary or his delegate determines that the avoidance of Federal 
income tax was not one of the principal purposes for the making of such 
contribution. 


“(e) Fina CERTIFICATION.— 


““(1) For sussectTion (a).—Subsection (a) shall not apply with respect 
to any distribution by a corporation unless the Board certifies that, before 
the expiration of the period permitted under section 4 (a) of the Rank 
Holding Company Act of 1955 (including any extensions thereof granted 
to such corporation under such section 4 (a)), the corporation has disposed 
of all the property the disposition of which is necessary or appropriate to 
effectuate such section 4 (a) (or would have been so necessary or appro- 
priate if the corporation had continued to be a bank holding company). 

“¢2) For sussrerion (b).— 

“(A) Subsection (b) shall not apply with respect to any distribution 
by any corporation unless the Board certifies that, before the expiration 
of the period specified in subparagraph (B), the corporation has ceased 
to be a bank holding company. 

“(B) The period referred to in subparagraph (A) is the period which 
expires 2 years after the date of the enactment of this part. The Board 
is authorized, on application by any corporation, to extend such period 
from time to time with respect to such corporation for not more than 
one year at a time if, in its judgment, such an extension would not be 
detrimental to the public interest; except that such period may not in 
any case be extended beyond the date 5 years after the date of the 
enactment of this part. 
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“SEC. 1102. SPECIAL RULES. 


“(a) Basts or Property ACQUIRED IN DisTrIBuTIONs.—If, by reason of section 
1101, gain is not recognized with respect to the receipt of any property, then the 
basis of such property and of the stock with respect to which it is distributed 
shall, in the distributee’s hands, be determined by allocating between such prop- 
erty and such stock the adjusted basis of such stock. Such allocation shall 
be made under regulations prescribed by the Secretary or his delegate. 

“(b) Prerrops or Limiration.—The periods of limitation provided in sections 
6501 and 6502 on the making of an assessment or the collection by levy or a 
proceeding in court shall not expire, with respect to any deficiency (including 
interest and additions to the tax) resulting solely from the receipt of property 
to which subsection (a) or (b) of section 1101 applies, before the date which is 
one year after the date on which the corporation notifies the Secretary or his 
delegate that final certification by the Board with respect to the corporation 
from which such property was received has been made under section 1101 (e) ; 
and such assessment and collection may be made notwithstanding any provision 
of law or rule of law which would otherwise prevent such assessment and 
collection. 

“(c) ALLOCATION OF EARNINGS AND Prorits.—In the case of any exchange de- 
scribed in section 1101 (c) (2) or (3), the earnings and profits of the corporation 
transferring the property shall be properly allocated between such corporation 
and the corporation receiving such property under regulations prescribed by the 
Secretary or his delegate. 

“(d) IrTeEMIzATION OF PrRopERTY.—In any certification under this part, the 
Board shall make such specification and itemization of property as may be nec- 
essary to carry out the provisions of this part. 

“SEC. 1103. DEFINITIONS. 


“(a) BANK HoLping ComMpaNny.—For purposes of this part, the term ‘bank 
holding company’ has the meaning assigned to such term by section 2 of the 
Bank Holding Company Act of 1955. 

“(b) QUALIFIED BANK HOLDING CORPORATION.— 

“(1) In GENERAL.—Except as provided in paragraph (2), for purposes of 
this part the term ‘qualified bank holding corporation’ Means any corpora- 
tion which is a bank holding company and which holds prohibited property 
acquired by it— 

“(A) on or before May 15, 1955, 

“(B) in a distribution in which gain to such corporation with respect 
to the receipt of such property was not recognized by reason of sub- 
section (a) of section 1101, or 

“(C) in exchange for all of its stock in an exchange described in 
section 1101 (¢c) (2). 

“(2) LIMITATIONS.— 

“(A) A bank holding company shall not be a qualified bank holding 
corporation, unless it would have been a bank holding company on May 
15, 1955, if the Bank Holding Company Act of 1955 had been in effect on 
such date, or unless it is a bank holding company determined solely by 
reference to— 

“(ii) property acquired by it in a distribution in which gain to 
such corporation with respect to the receipt of such property was 
not recognized by reason of subsection (a) or (b) of section 1101, 
and 

“(iii) property acquired by it in exchange for all of its stock in 
an exchange described tn section 1101 (c) (2) or (38). 

“(B) A bank holding company shall not be a qualified bank holding 
corporation by reason of property described in subparagraph (B) of 
paragraph (1) or clause (ii) of subparagraph (A) of this paragraph, 
unless such property was acquired in a distribution with respect to 
stock, which stock was acquired by such bank holding company— 

“(i) on or before May 15, 1955. 

“(ii) in a distribution (with respect to stock held by it on May 
15, 1955, or with respect to stock in respect of which all previous 
applications of this clause are satisfied) with respect to which gain 
to it was not recognized by reason of subsection (a) or (b) of section 
1101, or 


“(ili) in exchange for all of its stock in an exchange described 
in section 1101 (c) (2) or (3). 
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“(C) A corporation shall be treated as a qualified bank holding cor- 
poration only if the Board certifies that it satisfies the foregoing re- 
quirements of this subsection. 

“(c) PROHIBITED PROPERTY.—For purposes of this part, the term ‘prohibited 
property’ means, in the case of any bank holding company, property (other than 
nonexempt property) the disposition of which would be necessary or appropriate 
to effectuate section 4 (a) of the Bank Holding Company Act of 1955 if such 
company continued to be a bank holding company beyond the period (including 
ing any extensions thereof) specified in such section 4 (a) or in section 1101 (e) 
(2) (B).of this part, as the case may be. The term ‘prohibited property’ does 
not include shares, securities, or obligations of any company held by a bank 
holding company to the extent that the prohibitions of section 4 of the Bank 
Holding Company Act of 1955 do not apply to the ownership by such bank hold- 
ing company of such property by reason of subsection (c) (6) of such section. 

“(d) NONEXEMPT PrRopeRTy.—For purposes of this part, the term ‘unexempt 
property’ means— 

“(1) obligations (including notes, drafts, bills of exchanges, and bankers’ 
acceptances) having a maturity at the time of issuance of not exceeding 24 
months, exclusive of days of grace; 

“(2) securities issued by or guaranteed as to principal or interest by a 
government or subdivision thereof or by any instrumentality of a govern- 
ment or subdivision; or 

“(3) money, and the right to receive money not evidenced by a security 
or obligation (other than a security or obligation described in paragraph 
(1) or (2)). 

“(e) Boarp.—For purposes of this part, the term ‘Board’ means the Board of 
Governors of the Federal Reserve System.” 

(2) The table of parts for subchapter O of chapter 1 of the Internal Revenue 
Code of 1954 is amended by adding at the end thereof the following: 
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“Part VIII. Distributions pursuant to Bank Holding Company Act of 1955.” 





(3) The amendments made by this subsection shall apply with respect to tax- 
able years ending after the date of the enactment of this Act. 


SEPARABILITY PROVISIONS 





Sec. 8. If any provision of this Act, or the application of such provision to 
zl any person or circumstance, shall be held invalid, the remainder of the Act, 
and the application of such provision to persons or circumstances other than 
those to which it is held invalid, shall not be affected thereby. 


[H. R. 6227, 84th Cong., 1st sess.] 


AN ACT To provide for the control and regulation of hank holding companies, and for other 
purposes 










Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Bank 
Holding Company Act of 1955.” 


DECLARATION OF POLICY 












Sec. 2. It is hereby declared to be the policy of Congress, in accordance with 
which policy all of the provisions of this Act shall be interpreted, to control the 
creation and expansion of bank holding companies; to separate their business of 
managing and controlling banks from unrelated businesses; and generally to 
maintain competition among banks and to eliminate the danger inherent in the 
undue concentration of economic power through centralized control of banks ; and 
to subject the business and affairs of bank holding companies to examination 
and regulation. 

DEFINITIONS 







Sec. 3. (a) “Bank holding company” means (1) any company which now or 
hereafter directly or indirectly owns, controls, or holds with power to vote, 25 
per centum or more of the voting shares of each of two or more banks or of 
a company which is or becomes a bank holding company by virtue of this Act; 
and (2) any company which the Board determines, after notice and opportunity 
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for hearing, directly or indirectly exercises (either alone or pursuant to an ar- 
rangement or understanding with one or more other persons) a controlling 
influence over the management or policies of two or more banks; and for the 
purposes of this Act, any successor to any such company shall be deemed to 
be a bank holding company from the date as of which such predecessor company 
became a bank holding company. 

Notwithstanding the foregoing, the term “bank holding company” shall not 
include any corporation all of the stock of which is owned by the United States 
or any other agency of the United States Government, and no bank shall be a 
bank holding company by virtue of the ownership or control of shares in a 
fiduciary capacity, except where such shares are held for the benefit of all or a 
majority of the persons beneficially interested in such bank. 

Nor shall (1) any mutual savings bank, or (2) any corporation or community 
chest, fund or foundation, organized and operated exclusively for religious, 
charitable, scientific, literary, or educational purposes, no part of the net earn- 
ings of which inures to the benefit of any private shareholder or individual and 
no substantial part of the activities of which is carrying on propaganda, or 
otherwise attempting to influence legislation, or (3) any company owning or con- 
trolling 25 per centum or more of the voting shares of two or more banks the 
aggregate deposits of all such banks not exceeding $15,000,000 as of December 31, 
1954, be classed as or held to be a bank holding company by reason of the owner- 
ship of the stock of any bank as of the effective date of this Act. 

(b) “Subsidiary”, with respect to a specified bank holding company, means 
(1) any company 25 per centum or more of whose outstanding voting shares 
(excluding shares owned by the United States or by any company wholly owned 
by the United States) is owned or controlled by such bank holding company ; 
or (2) any company the management and policies of which the Board deter- 
mines, after notice and opportunity for hearing, are in fact subject to a control- 
ling influence by such bank holding company (either alone or pursuant to an 
agreement or understanding with one or more other persons). 

(c) “Company” means any bank, corporation, partnership, joint-stock com- 
pany, business trust, voting trust, association, or any similar organized group 
of persons, whether incorporated or not, excluding, however, any such company 
the majority of the shares of which are owned by the United States or by any 
State. Notwithstanding the provisions of the preceding sentence, the word 
“company” does not mean the administrators of an individual’s estate, the 
executors of an individual’s will, the trustees appointed under or pursuant to an 
individual’s will, nor the trustees of an irrevocable trust agreement the corpus 
of which is donated by one donor and consists only of such donor’s property. 

(d) “Bank” means any National bank or any State bank, savings bank, or 
trust company, but shall not include any organization operating under section 
25 (a) of the Federal Reserve Act, or any organization which does not do busi- 
ness within the United States. “State member bank” means any State bank 
which is a member of the Federal Reserve System. “District bank” means any 
State bank organized or operating under the Code of Law for the District of 
Columbia. 

(e) The term “successor” shall include any company which acquires directly 
or indirectly from a bank holding company shares of any bank, when and if the 
relationship between such company and the bank holding company is such that 
the transaction effects no substantial change in the control of the bank or bene- 
ficial ownership of such shares of such bank. The Board may, by regulation, 
further define the term “successor” to the extent necessary to prevent evasion 
of the purposes of this Act. 

(f) “Board” means the Board of Governors of the Federal Reserve System. 


REGISTRATION, REPORTS AND EXAMINATION 


Sec. 4. (a) Within one hundred and eighty days after the effective date of this 
Act, or within one hundred and eighty days after becoming a bank holding com- 
pany, whichever is later, each bank holding company shall register with the 
Board on forms prescribed by the Board, which shall include such information 
with respect to the financial condition and operations, management, and inter- 
company relationships of the bank holding company and its subsidiaries, and 
related matters, as the Board may deem necessary or appropriate to carry out 
the purposes of this Act. The Board may, in its discretion, extend the time not 
to exceed an additional one hundred and eighty days within which a bank hold- 
ing company shall register and file the requisite information. 
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(b) The Board is authorized to issue such regulations and orders as may be 
necessary to enable it to administer and carry out the purposes of this Act and 
prevent evasions thereof. 

(ec) The Board from time to time may require reports under oath to keep 
it informed as to whether the provisions of this Act and such regulations and 
orders issued thereunder have been complied with; and the Board may make 
examinations of each bank holding company and each subsidiary thereof, the 
cost of which shall be assessed against, and paid by, such holding company. 
The Board shall, as far as possible, use the reports of examinations made by 
the Comptroller of the Currency, the Federal Deposit Insurance Corporation, or 
the appropriate State bank supervisory authority for the purposes of this section. 

(d) Before the expiration of one year following the effective date of this 
Act, and each year thereafter in the Board’s annual report to the Congress, the 
Board shall report to Congress the results of the administration of this Act, 
stating what, if any, substantial difficulties have been encountered in carrying 
out the purposes of this Act, and any recommendations as to changes in the 
law which in the opinion of the Board would be desirable. 


ACQUISITION OF BANK SHARES OR BANK ASSETS 


Sec. 5. (a) It shall be unlawful except with the prior approval of the Board 
(1) for any action to be taken which results in a company becoming a bank 
holding company under section 3 (a) (1) of this Act; (2) for any bank holding 
company or subsidiary thereof to acquire, directly or indirectly, any voting 
shares of a bank (other than voting shares of a bank acquired as a stock 
dividend); or (3) for any bank holding company or subsidiary thereof, other 
than a bank, to acquire all or substantially all of the assets of a bank. 

(b) Before approving any application under this section, the Board shall 
give notice to, and allow thirty days within which views and recommendations 
may be submitted by, the Comptroller of the Currency if the applicant company 
or any bank the voting shares or assets of which are sought to be acquired is 
a National bank or a District bank; or to the appropriate supervisory authority 
of the State in which applicant company or any bank the voting shares or assets 
of which are sought to be acquired is a State bank. If the authority so notified 
by the Board files its written disapproval of the application within said thirty 
days the application shall not be granted. 

(c) Notwithstanding any other provision of this section, no application shall 
be approved under this section which will permit (1) any bank holding com- 
pany or any subsidiary thereof to acquire, directly or indirectly, any voting 
shares of, interest in, or all or substantially all of the assets of any additional 
bank located outside of the State in which such bank holding company or sub- 
sidiary thereof maintains its principal office and place of business or in which 
it conducts its principal operations; (2) any bank holding company or any 
subsidiary thereof to acquire, directly or indirectly, any voting shares of, 
interest in, or all or substantially all of the assets of any additional bank, 
except (i) within geographic limitations that would apply to the establishment 
of branches of banks under the statute law of such State, or (ii) unless such 
acquisition is at the time authorized by the statute law of such State by language 
specifically granting such authority affirmatively, and not merely by implication. 

(d) In determining whether or not to approve any acquisition or merger or 
consolidation under this section, the Board shall take into consideration the 
following factors: (1) the financial history and condition of the bank holding 
company or companies and the banks concerned; (2) their prospects; (3) the 
character of their management; (4) the convenience, needs, and welfare of the 
communities and the area concerned; and (5) whether or not the effect of such 
acquisition or merger or consolidation would be to expand the size or extent of 
the bank holding company system involved beyond limits consistent with adequate 
and sound banking and the public interest and the preservation of competition 
in the field of banking. 


INTERESTS IN NONBANKING ORGANIZATIONS 

Sec. 6. (a) Except as otherwise provided in this Act, it shall be unlawful for 

any bank holding company, after two years from the effective date hereof, to 

own any shares or other securities or obligations of any company other than a 

bank or to engage in any business other than that of banking, or of managing 
65330—_55——_3 





26 CONTROL OF BANK HOLDING COMPANIES 


or controlling banks, or of the kind of businesses enumerated in subsection (c) 
(1) of this section. The Board is authorized, upon application by a bank holding 
company, to extend this period from time to time as to any bank holding company 
for not more than one year at a time if, in its judgment, such an extension would 
not be detrimental to the public interest. However, nothing herein provided 
shall be construed to authorize the Board to extend any such period beyond the 
date five years after the enactment hereof or five years after a company becomes 
a bank holding company as provided in section 3, whichever is later. 

(b) After two years from the date of this Act, no certificate evidencing shares 
of any bank holding company shall bear any statement purporting to represent 
shares of any other company except a bank or a bank holding company, nor 
shall the ownership, sale, or transfer of shares of any bank holding company be 
conditioned in any manner whatsoever upon the ownership, sale, or transfer of 
shares of any other company except a bank or a bank holding company. 

(c) The prohibitions in this section shall not apply— 

(1) to shares, securities, or obligations owned or acquired by a bank 
holding company in any company engaged solely in holding or operating 
properties used wholly or in part by any subsidiary that is a bank in its 
operations or acquired for such future use or engaged solely in conducting 
a safe deposit business, or solely in the business of serving such holding 
company and its subsidiaries in auditing, appraising, investment counsel, 
or in liquidating assets acquired from such bank holding company and its 
subsidiaries ; 

(2) to shares, securities, or obligations acquired by a bank holding company 
which is a bank, or its banking subsidiary, in satisfaction of a debt previously 
contracted in good faith, but such bank holding company or its subsidiary 
shall dispose of such shares, securities, or obligations within a period of two 
years from the date on which they were acquired or from the effective date of 
this Act, which ever is later; 

(3) to shares, securities, or obligations acquired by a bank holding com- 
pany from any of its subsidiaries, which subsidiary has been requested to 
dispose of such voting shares, securities, or obligations by any Federal or 
State authority having statutory power to examine such subsidiary, but 
such bank holding company shall dispose of such shares, securities, or 
obligations within a period of two years from the date on which they were 
acquired or from the effective date of this Act, whichever is later ; 

(4) to shares, securities, or obligations which are held or acquired by a 
bank which is a bank holding company in a fiduciary capacity or which are 
of the kinds and amounts eligible for investment by national banks under 
the provisions of section 5136 of the Revised Statutes, or to shares lawfully 
acquired and owned prior to the date of enactment of this Act by such bank 
or any of its wholly owned subsidiaries ; 

(5) to°a bank, which is a bank holding company, if the effect of applying 
such prohibitions is to prevent such bank from owning any shares or invest- 
ment which such bank is permitted to own under the laws of the State in 
which such bank is operating; or 

(6) to the ownership by a bank holding company of shares, securities, or 
obligations of any company which do not include more than 5 per centum of 
the outstanding voting securities of such company, and do not have a value 
greater than 5 per centum of the value of the total assets of the bank holding 
company ; or to the ownership by a bank holding company of shares, securi- 
ties, or obligations of an investment company which is not a bank holding 
company and which is not engaged in any business other than investing in 
securities, which securities do not include more than 5 per centum of the 
outstanding voting securities of any company and do not include any single 
asset having a value greater than 5 per centum of the value of the total assets 
of the bank holding company. 


BORROWING BY BANK HOLDING COMPANY OR ITS SUBSIDIARIES 


Sec. 7. From and after the effective date of this Act, it shall be unlawful for 
a bank- 

(a) to invest any of its funds in the capital stock, bonds, debentures, or 
other obligations of a bank holding company of which it is a subsidiary, or 
of a subsidiary of such bank holding company ; 

(b) to aecept the capital stock, bonds, debentures, or other obligations of 
a bank holding company of which it is a subsidiary or a subsidiary of such 
bank holding company, as collateral security for advances made to any person 
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or company: Provided, however, That any bank may accept such capital 
stock, bonds, debentures, or other obligations as security for debts previously 


is 


ty 3 contracted but such collateral shall not be held for a period of over two years ; 
ld 3 (c) to purchase securities, other assets or obligations under repurchase 
‘d 3 agreement from a bank holding company of which it is a subsidiary or a 
le 3 subsidiary of such bank holding company ; and 
es i (d) to make any loan, discount, or extension of credit to a bank holding 
: company of which it is a subsidiary or to a subsidiary of such bank holding 
oe company. 
at 7 Non-interesting-bearing deposits to the credit of a bank shall not be deemed to 
uv a be a loan or advance to the bank of deposit, nor shall the giving of immediate 
o 4 credit to a bank upon uncollected items received in the ordinary course of busi- 
ot br ness be deemed to be a loan or advance to the depositing bank. 


The provisions of this section shall not apply (1) to the capital stock, bonds, 
debentures, or other obligations of any company described in section 6 (¢c) (1) of 


ik ‘ this Act, or (2) any company whose subsidiary status has arisen out of a bona 
ns 4 fide debt to the bank contracted prior to the date of the creation of such status, 
ts ; or (3) any company whose subsidiary status exists by reason of the ownership 
is or control of voting shares thereof by the bank as executor, administrator, trus- 
is * tee, receiver, agent, or depositary, or in any other fiduciary capacity, except where 
l, ‘Ss such shares are held for the benefit of all or a majority of the stockholders of 
is % such bank. 


RESERVATION OF RIGHTS TO STATES 





Ny 
y : Src. 8. The enactment by Congress of the Bank Holding Company Act of 1955 
y shall not be construed as preventing any State from exercising such powers and 
o jurisdiction which it now has or may hereafter have with respect to bank, bank 
of holding. companies, and subsidiaries thereof, 
a . HEARINGS AND REVIEW 
0 : 
rT Sec. 9. Any shareholder, bankholding company, company, individual, or group 
it e directly interested in any transaction or proposal for which approval is re- 
yy 4 quired by the Board pursuant to the provisions of this Act shall have the right 
‘e to make application therefor to the Board. If the Board shall disapprove the 
§ same, it shall be the duty of the Board promptly to notify the applicant or appli- 
a cants, stating the facts which in the judgment of the Board warrant the adverse 
e 3 finding with respect to any factor or factors. Any person as defined by section 2 
rT 5 (b) of the Administrative Procedure Act directly affected by any order, rule, 
y 3 regulation, or determination made, or other action taken by the Board, or affected 
k 4 by any failure to take action on an application to the Board under this Act shall 
q have the right, pursuant to the provisions of the Administrative Procedure Act, 
iz j to a judicial review of any such order, rule, regulation, adjudication, determina- 
t- 4 tion, or other action or nonaction of the Board by which such person is adversely 
: affected or aggrieved or has suffered legal wrong. Upon such review the action 
or nonaction which is the subject thereof shall not be considered to be action 
ir 4 committed to agency discretion within section 10 of the Administrative Pro- 
if cedure Act (Act of June 11, 1946, ch. 324, sec. 10, 60 Stat. 243; title 5, sec. 1009 
e U. 8. C. A.). The facts shall be subject to trial de novo in an appropriate court 
g ] proceeding, and the action or nonaction of the Board shall be subject to review 
i- a and may be corrected by the court if the same is shown to be discriminatory, 
4 a unwarranted by the facts, based on consideration inconsistent with the policies 
n 4 of this Act or otherwise unlawful within subsection (e) of section 10 of the 
e said Administrative Procedure Act. 
e 
8 PENALTIES 
Sec. 10. Any company which willfully violates any provision of this Act, or 
any regulation or order issued by the Board pursuant thereto, shall upon convic- 
tion be fined not more than $1,000 for each day during which the violation con- 
r tinues. Any individual who willfully participates in a violation of any provision 
of this Act shall upon conviction be fined not more than $10,000 or imprisoned 
r not more than one year, or both. Every officer, director, agent, an 1 employee 
r of a bank holding company shall be subject to the same penalties for false en- 
1 tries in any book, report, or statement of such bank holding company as are 
f applicable to officers, directors, agents, and employees of member banks for 
h false entries in any books, reports, or statements of member banks under section 


1005 of title 18, United States Code. 
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TECHNICAL AMENDMENTS 


Sec. 11. (a) The last sentence of the sixteenth paragraph of section 4 of the 
Federal Reserve Act, as amended, is amended by striking out all of the language 
therein which follows the colon and by inserting in lieu thereof the following: 
“Provided, That whenever any member banks within the same Federal Reserve 
district are subsidiaries of the same bank holding company within the meaning 
of the Bank Holding Company Act of 1955, participation in any such nomination 
or election by such member banks, including such bank holding company if it is 
also a member bank, shall be confined to one of such banks, which may be desig- 
nated for the purpose by such holding company.” 

(b) (1) The nineteenth paragraph of section 9 of the Federal Reserve Act 
is amended by striking out the last sentence of such paragraph. 

(2) The twenty-second paragraph of section 9 of the Federal Reserve Act is 
repealed. 

(c) Subsection (c) of section 2 of the Banking Act of 1933, as amended, is 
repealed. 

(d) Section 5144 of the Revised Statutes, as amended, is amended to read as 
follows: 

“Sro. 5144. In all elections of directors, each shareholder shall have the right 
to vote the number of shares owned by him for as many persons as there are 
directors to be elected, or to cumulate such shares and give one candidate as 
many votes as the number of directors multiplied by the number of his shares 
shall equal, or to distribute them on the same principle among as many candi- 
dates as he shall think fit; and in deciding all other questions at meetings of 
shareholders, each shareholder shall be entitled to one vote on each share of 
stock held by him; except that (1) this shall not be construed as limiting the 
voting rights of holders of preferred stock under the terms and provisions 
of articles of association, or amendments thereto, adopted pursuant to the 
provisions of section 302 (a) of the Emergency Banking and Bank Conserva- 
tion Act, approved March 9, 1933, as amended; (2) in the election of directors, 
shares of its own stock held by a national bank as sole trustee, whether reg- 
istered in its own name as such trustee or in the name of its nominee, shall 
not be voted by the registered owner unless under the terms of the trust the 
manner in which such shares shall be voted may be determined by a donor 
or beneficiary of the trust and unless such donor or beneficiary actually directs 
how such shares shall be voted; and (3) shares of its own stock held by a 
national bank and one or more persons as trustees may be voted by such other 
person or persons, as trustees, in the same manner as if he or they were the 
sole trustee. Shareholders may vote by proxies duly authorized in writing: 
but no officer, clerk, teller, or bookkeeper of such bank shall act as proxy; 
and no shareholder whose liability is past due and unpaid shall be allowed 
to vote. Wherever shares of stock cannot be voted by reason of being held 
by the bank as sole trustee, such shares shall be excluded in determining 
whether matters voted upon by the shareholders were adopted by the requisite 
percentage of shares.”’. 

(e) The second paragraph of section 5211 of the Revised Statutes is amended 
by striking out the second sentence of such paragraph, 

(f) (1) Subehapter O of chapter 1 of the Internal Revenue Code of 1954 
is amended by adding at the end thereof the following new part: 


“PART VIII—DISTRIBUTIONS PURSUANT TO BANK HOLDING 
COMPANY ACT OF 1955 


“Sec. 1101. Distributions pursuant to Bank Holding Company Act of 1955. 
“Sec. 1102. Special rules. 
“Sec. 1108. Definitions. 


“SEC. 1101. DISTRIBUTIONS PURSUANT TO BANK HOLDING COMPANY ACT OF 1955. 
“(a) DisrrreuTions or PRONTBITED PrRoperty.—If— 

“(1) a qualified bank holding corporation distributes (with respect to 
its stock) prohibited property to a shareholder, without the surrender 
by such shareholder of stock or securities in such corporation; and 

“(2) The Board has, before the distribution, certified that the distribution 
of such property is necessary or appropriate to effectuate the first sentence 
of section 6 (a) of the Bank Holding Company Act of 1955, 

then no gain to the shareholder from the receipt of such property shall be 
recognized. This subsection shall not apply to any distribution by a corporation 
which has made any distribution pursuant to subsection (b). 
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“(b) CorporaTION Ceasinc To Be A BANK HoLtpine Company.—If— 

“(1) a qualified bank holding corporation distributes (with respect to 
its stock) property to a shareholder, without the surrender by such share- 
holder of stock or securities in such corporation ; and 

“(2) the Board has, before the distribution, certified that (A) such prop- 
erty is of a kind which causes such corporation to be a bank holding company, 
(B) the disposition of property of that kind is necessary to enable such 
corporation to cease being a bank holding company, and (C) the distribution 
is necessary or appropriate to effectuate the policies of the Bank Holding 
Company Act of 1955, 

then no gain to the shareholder from the receipt of such property shall be recog- 
nized. This subsection shall not apply to any distribution by a corporation which 
bas nade any distribution pursuant to subsection (a). 

“(c¢) Property ACQUIRED AFTER May 15, 1955.— 

“(1) In GENERAL.—Except as provided in paragraphs (2) and (3), sub- 
section (a) or (b) shall not apply to— 

“(A) any property acquired by the distributing corporation after 
May 15, 1955, unless (i) gain to such corporation with respect to the 
receipt of such property was not recognized by reason of subsection (a) 
or (b), or (ii) such property was received by it in exchange for all of 
its stock in an exchange to which paragraph (2) or (38) applies, or 

“(B) any property which was acquired by the distributing corpora- 
tion in a distribution with respect to stock acquired by such corporation 
after May 15, 1955, unless such stock was acquired by such corporation 
(i) in a distribution (with respect to stock held by it on May 15, 1955, 
or with respect to stock in respect of which all previous applications 
of this clause are satisfied) with respect to which gain to it was not 
recognized by reason of subsection (a) or (b), or (ii) in exchange for 
all of its stock in an exchange to which paragraph (2) or (3) applies. 

“(2) EXCHANGES INVOLVING PROHIBITED PROPERTY.—If— 

“(A) any qualified bank holding corporation exchanges (i) solely 
property which, under subsection (a), such corporation could distribute 
directly to its shareholders without the recognition of gain to such 
shareholders, for (ii) all of the stock of a second corporation created 
and availed of solely for the purpose of receiving such property ; 

“(B) immediately after the exchange, the qualified bank holding cor- 
poration distributes all of such stock to its shareholders with respect 
to its stock; and 

“(C) before such exchange, the Board has certified that the exchange 
and distribution are necessary or appropriate to effectuate the first 
sentence of section 6 (a) of the Bank Holding Company Act of 1955, 

then paragraph (1) shall not apply with respect to such distribution. 

“(3) EXCHANGES INVOLVING INTERESTS IN BANKS.—If— 

“(A) any qualified bank holding corporation exchanges (i) solely 
property which, under subsection (b), such corporation could distribute 
directly to its shareholders without the recognition of gain to such 
shareholders, for (ii) all of the stock of a second corporation created 
and availed of solely for the purpose of receiving such property ; 

“(B) immediately after the exchange, the qualified bank holding cor- 
poration distributes all of such stock to its shareholders with respect 
to its stock; and 

“(C) before such exchange, the Board has certified— 

“(i) that such property is of a kind which causes such corporation 
to be a bank holding company ; 

“(ii) that the disposition of property of that kind is necessary 
to enable such corporation to cease being a bank holding company; 
and 

“(iii) that the exchange and distribution are necessary or appro- 
priate to effectuate the policies of the Bank Holding Company Act 
of 1955, 

then paragraph (1) shall not apply with respect to such distribution. 
““(d) CERTAIN CONTRIBUTIONS TO CAPITAL AFTER MAy 15, 1955. 

“(1) IN GENERAL.—The nonrecognition of gain provided by subsection (a) 
or (b) shall not apply to that portion of any distribution which is attribut- 
able to any contribution to the capital of any corporation made after 
May 15, 1955. 

“(2) SPECIAL RULE FOR CONTRIBUTION TO CAPITAL OF BANKS.-—Paragraph 
(1) shall not apply with respect to any contribution to the capital of a 
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bank, if the Secretary or his delegate determines that the avoidance of 
Federal income tax was not one of the principal purposes for the making 
of such contribution. 

“(e) FINAL CERTIFICATION .— 

“(1) For sussection (a).—Subsection (a) shall not apply with respect 
to any distribution by a corporation unless the Board certifies that, before 
the expiration of the period permitted under section 6 (a) of such Act 
(including any extensions thereof granted to such corporation under such 
section 6 (a)), the corporation has disposed of all the property the disposi- 
tion of which is necessary or appropriate to effectuate the first sentence of 
such section 6 (a) (or would have been so necessary or appropriate if 
the corporation had continued to be a bank hulding company). 

“(2) For sUBSECTION (b).— 

“(A) Subsection (b) shall not apply with respect to any distribution 
by any corporation unless the Board certifies that, before the expiration 
of the period specified in subparagraph (B), the corporation has ceased 
to be a bank holding company. 

“(B) The period referred to in subparagraph (A) is the period which 
expires 2 years after the date of the enactment of this part. The Board 
is authorized, on application by any corporation, to extend such period 
from time to time with respect to such corporation for not more than 
one year at a time if, in its judgment, such an extension would not be 
detrimental to the public interest ; except tha such period may not in any 
ease be extended beyond the date 5 years after the date of the enact- 
ment of this part. 

“SEC. 1102. SPECIAL RULES. 

“(a) Basis oF Property ACQUIRED IN DisTRIBUTIONS.—If, by reason of section 
1101, gain is not recognized with respect to the receipt of any property, then the 
basis of such property and of the stock with respect to which it is distributed 
shall, in the distributee’s hands, be determined by allocating between such prop- 
erty and such stock the adjusted basis of such stock. Such allocation shall be 
made under regulations prescribed by the Secretary or his delegate. 

“(b) Prrrops or Limtrarion.—The periods of limitation provided in sections 
6501 and 6502 on the making of an assessment or the collection by levy or a pro- 
ceeding in court shall not expire, with respect to any deficiency (including inter- 
est and additions to the tax) resulting solely from the receipt of property to 
which subsection (a) or (b) of section 1101 applies, before the date which is one 
vear after the date on which the corporation notifies the Secretary or his delegate 
that final certification by the Board with respect to the corporation from which 
such property was received has been made under section 1101 (e); and such 
assessment and collection may be made notwithstanding any provision of law 
or rule of law which would otherwise prevent such assessment and collection. 

“(e) ALLOCATION OF EARNINGS AND Prorits.—In the case of any exchange 
described in section 1101 (c) (2) or (3), the earnings and profits of the corpora- 
tion transferring the property shall be properly allocated between such corpora- 
tion and the corporation receiving such property under regulations prescribed 
by the Secretary or his delegate. 

“(d) IvremizaTion oF Property.—In any certification under this part, the 
Board shall make such specification and itemization of property as may be neces- 
sary to carry out the provisions of this part. 

“SEC. 1103. DEFINITIONS. 


“(a) BANK Hotptne Company.—For purposes of this part, the term ‘bank 
holding company’ has the meaning assigned to such term by section 3 of the 
Bank Holding Company Act of 1955. 

“(b) QuaLtrren BANK Hotprne CorRPORATION.— 

“(1) IN GENERAL.—Except as provided in paragraph (2), for purposes of 
this part the term ‘qualified bank holding corporation’ means any corpora- 
tion which is a bank holding company and which holds prohibited property 
acquired by it— 

“(A) on or before May 15, 1955, 

“(B) in a distribution in which gain to such corporation with respect 
to the receipt of such property was not recognized by reason of subsec- 
tion (a) of section 1101, or 

“(C) in exchange for all of its stock in an exchange described in 
section 1101 (c) (2). 
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“(2) LIMITATIONS.— 

“(A) A bank holding company shall not be a qualified bank holding 
corporation, unless it would have been a bank holding company on May 
15, 1955, if the Bank Holding Company Act of 1955 had been in effect 
on such date, or unless it is a bank holding company determined solely 
by reference to— 

“(i) property acquired by it on or before May 15, 1955, 

“(ii) property acquired by it in a distribution in which gain to 
such corporation with respect to the receipt of such property was 
not recognized by reason of subsection (a) or (b) of section 1101, 
and 

“(iii) property acquired by it in exchange for all of its stock 
in an exchange described in section 1101 (c) (2) or (3). 

“(B) A bank holding company shall not be a qualified bank holding 
corporation by reason of property described in subparagraph (B) of 
paragraph (1) or clause (ii) of subparagraph (A) of this paragraph, 
unless such property was acquired in a distribution with respect to stock, 
which stock was acquired by such bank holding company— 

(i) on or before May 15, 1955, 

“(ii) in a distribution (with respect to stock held by it on May 
15, 1955, or with respect to stock in respect of which all previous 
applications of this clause are satisfied) with respect to which gain 
to it was not recognized by reason of subsection (a) or (b) of section 
1101, or 

“(iii) in exchange for all of its stock in an exchange described 
in section 1101 (¢) (2) or (3). 

“(C) A corporation shall be treated as a qualified bank holding cor- 
poration only if the Board certifies that it satisfies the foregoing re- 
quirements of this subsection. 

“(c) PROHIBITED Property.—For purposes of this part, the term ‘prohibited 
property’ means, in the case of any bank holding company, property (other than 
nonexempt property) the disposition of which would be necessary or appropriate 
to effectuate the first sentence of section 6 (a) of the Bank Holding Company 
Act of 1955 if such company continued to be a bank holding company beyond the 
period (including any extensionss thereof) specified in such section 6 (a) or 
in section 1101 (e) (2) (B) of this part, as the case may be. The term ‘pro- 
hibited property does not include shares, securities, or obligations of any com- 
pany held by a bank holding company to the extent that the prohibitions of 
section 6 of the Bank Holding Company Act of 1955 do not apply to the owner- 
ship by such bank holding company of such property by reason of subsection 
(c) (6) of such section. 

“(d) NONEXEMPT PROPERTY.—F or purposes of this part, the term ‘nonexempt 
property’ means— 

“(1) obligations (including notes, drafts, bills of exchanges, and bankers’ 
acceptances) having a maturity at the time of issuance of not exceeding 
24 months, exclusive of days of grace; 

“(2) securities issued by or guaranteed as to principal or interest by a 
government or subdivision thereof or by any instrumentality of a government 
or subdivision ; or 

“(3) money, and the right to receive money not evidenced by a security or 
obligation (other than a security or obligation described in paragraph (1) 
or (2)). 

“(e) Boarb.—For purposes of this part, the term ‘Board’ means the Board of 
Governors of the Federal Reserve System.” 

(2) The table of parts for subchapter O of chapter 1 of the Internal Revenue 
Code of 1954 is amended by adding at the end thereof the following: 


“Part VIII. Distributions pursuant to Bank Holding Company Act of 1955.” 


(3) The amendments made by this subsection shall apply with respect to taxable 
years ending after the date of the enactment of this Act. 

(g) (1) Paragraph 4 of subsection (c) of section 3 of the Investment Com- 
pany Act of 1940 is amended to read as follows: 

(4) Any bank holding company which is registered with the Board of Gov- 
ernors of the Federal Reserve System pursuant to the Bank Holding Company 
Act of 1955, or any banking subsidiary or any other subsidiary thereof which is 
exempt from section 6 by reason of the provisions of subsection (c) (1) thereof 
as defined in said Act.” 
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(2) Paragraph (11) of subsection (a) of section 202 of the Investment Advisors 
Act of 1940 is amended by changing the words “or any holding company affiliate, 
as defined in the Banking Act of 1933” to read “or any bank holding company, 
as defined in the Bank Holding Company Act of 1955, or any banking subsidiary 
or any other subsidiary thereof which is exempt from section 6 by reason of the 
provisions of subsection (c) (1) thereof as defined in said Act”. 

Sec. 12. Nothing herein contained shal! be interpreted or construed as approv- 
ing any act, action, or conduct which is or has been or may be in violation of 
existing law, nor shall anything herein contained constitute a defense to any 
action, suit, or proceeding pending or hereafter instituted on account of any pro- 
hibited antitrust or monopolistic act, action, or conduct. 


SEPARABILITY OF PROVISIONS 


Sec. 13. If any provision of this Act, or the application of such provision to 
any person or circumstance, shall be held invalid, the remainder of the Act, and 
the application of such provision to persons or circumstances other than those 
to which it is held invalid, shall not be affected thereby. 

Passed the House of Representatives June 14, 1955. 

Attest: 


Raupu R. Rogerts, Clerk. 


SECTION-BY-SECTION ANALYSIS OF S. 2350 

Section 1: This section provides that the act may be cited as the 
Company Act of 1955. 

Section 2: Subsection (a) define a “bank holding company” as meaning any 
company— 

(1) which directly or indirectly owns or controls, or shall have owned or 
controlled at any time after a date to be specified in the legislation a majority 
of the voting shares of any bank; or 

(2) which at any time after such specified date shall have directly or in- 
directly owned or controlled more than 50 percent of the shares voted at 
an election of directors of any bank ; or 

(3) which controls or shall have controlled in any manner at any time 
after the specified date the election of a majority of the directors of any 
bank; or 

(4) for the benefit of whose shareholders or members a majority of the 
voting shares of any bank or bank holding company is held or shall have 
been held by trustees at any time after the specified date. 

A “successor” te any such bank holding company would be deemed to be a bank 
holding company as of the date the predecessor company became a bank holding 
company. However, no company would be considered a bank holding company 
by reason of clauses (1), (2), or (4) of the definition if it does not control more 
than 5 percent of the voting shares of any bank and if not more than 5 percent 
of the voting shares of any bank or bank holding company are held by trustees 
for the benefit of such company’s shareholders or members. No bank would be 
considered a bank holding company by reason of its ownership or control of 
shares in a fiduciary capacity except where held for the benefit of the bank’s 
shareholders. 

Subsection (b) defines “company” as meaning any corporation, business trust, 
association, or similar organization. However, it does not include any corpora- 
tion the majority of the shares of which are owned by the Federal Government 
or by any State. 

Subsection (c) defines the term “bank” as meaning any national bank or bank, 
banking association, savings bank, or trust company organized under the laws 
of any State or the District of Columbia, which receives deposits subject to check. 

Subsection (d) defines the term “successor” and gives the Board of Governors 
of the Federal Reserve System the right by regulation to define the term further 
to the extent necessary to prevent evasions of the act. 

Subsection (e) defines the term “Board” as meaning the Board of Governors 
of the Federal Reserve System. 

Section 3: This section relates to prior approval by the Board of future acqui- 
sitions of bank stocks by bank holding companies or of any action resulting in a 
company becoming a bank holding company. 

Subsection (a) makes it unlawful, except with the prior approval of the 
Board, (1) for any action to be taken which results in @ company becoming a 
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bank holding company; (2) for any bank holding company to acquire direct or 
indirect ownership or control of the voting shares of any bank, if, after such 
acquisition, the company will own or control more than 5 percent of the outstand- 
ing shares of such bank; or (3) for any bank holding company to merge or con- 
solidate with any other bank holding company. However, the requirement for 
prior consent does not apply to shares acquired by a bank either (1) in good faith 
in a fiduciary capacity, unless held for the benefit of the bank’s shareholders, or 
(2) in the regular course of collecting previously contracted debts, provided they 
are disposed of within 2 years after the date of their acquisition. 

Subsection (b) sets forth standards to be considered by the Board in giving 
approvals under this section. These relate to financial history and condition, 
future prospects, management, the convenience and welfare of the communities, 
and expansion of a bank holding company group beyond limits consistent with 
adequate and sound banking and the public interest and preservation of compe- 
tition in the field of banking. 

Subsection (c) provides that, before giving any approval under this section 
(other than acquisition of the shares of a bank of which the holding company 
already owns or controls a majority of shares), the Board shall obtain and con- 
sider the views of the Federal bank supervisory authorities and the appropriate 
State bank supervisory authorities, allowing 30 days for the submission of such 
views. It is further provided that no acquisition of the shares of any State or 
national bank in any State shall be approved if, under the same circumstances, 
the acquisition of shares of a State bank would be expressly prohibited by the 
statutes of such State. 

Section 4: This section relates to the divestment of nonbanking interest of 
bank holding companies, 

Subsection (a) makes it unlawful (except as otherwise provided) for a bank 
holding company— 

(1) after the date of the act to acquire direct or indirect ownership or 
control of any voting shares of any company which is not a bank; or 
(2) after 2 years from the date of the act or from the date as of which 
it becomes a bank holding company, whichever is later, to retain ownership 
or control of any voting shares of any company which is not a bank, or to en- 
gage in any business other than that of banking or of managing or con- 
trolling banks. 
The Board upon application may extend such period up to a maximum of 5 years 
after the date of the act. 

Subsection (b) prohibits a bank holding company after 2 years from the 
date of the act from— 

(1) making any statement on its shares that they represent shares of 
any other company except a bank or a bank holding company ; or 

(2) conditioning in any manner the ownership, sale, or transfer of its 
shares upon the ownership, sale or transfer of shares of any other company 
except a bank or a bank holding company. 

Subsection (¢c) makes certain exceptions to the above requirements for 
divestment. 

Paragraph (1) exempts investment by a bank holding company in shares of 
any company conducting a safe deposit or fiduciary business or any company 
whose activities are determined by the Board to be so closely related to the 
business of banking or managing or controlling banks as to make it unnecessary 
for the divestment requirements of this section to be applicable. 

Paragraph (2) exempts shares acquired by a bank in a fiduciary capacity 
except where they are held for the benefit of the bank’s shareholders. 

Paragraph (3) exempts for a 2-year period investments acquired by a bank 
holding company which is a bank in satisfaction of previously contracted debts, 
with authority in the Board to extend this period up to 5 years after the date of 
the act. 

Paragraph (4) exempts limited general investments of a bank holding com- 
pany. It permits a bank holding company to own shares of any company which 
do not include more than 5 percent of such company’s outstanding voting shares, 
provided their value does not exceed 5 percent of the total assets of the bank 
holding company. 

Subsection (d) exempts from the divestment requirements of this section 
bank holding companies which fall in either of the following categories: 

(1) any bank holdins; company operated principally for religious, charit- 
able, scientific, literary, or educational purposes, provided no part of its 
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net earnings inures to the benefit of a private shareholder or individual 
and no substantial part of its activities consists in carrying on propa- 
ganda or attempting to influence legislation ; or 

2) any bank holding company if the Board determines that its control of 
a bank is only for the purpose of providing necessary banking facilities or 
assuring the sound financial condition of such bank or for similar reasons 
clearly in the public interest. Any such determination is subject to. revoca- 
tion. 

Section 5: Subsection (a) requires bank holding companies to register and 
file requisite information with the Board within 90 days after the date of the 
act or after becoming a bank holding company, whichever is later. The Board 
may extend the period for such registration. 

Subsection (b) authorizes the Board to require bank holding companies to 
furnish such information as it may deem appropriate or necessary to enable it to 
determine whether to take any action contemplated by the act, to determine com- 
pliance with the provisions of the act and prevent evasions, and to keep Congress 
informed with respect to the administration of the act. In obtaining such in- 
formation the Board may require reports from bank holding companies and, if it 
deems it necessary, make examinations of a bank holding company. To the ex- 
tent adequate for the purposes, the Board may use available reports of examina- 
tions made by Federal or State bank supervisory authorities. 

Subsection (c) requires the Board within 5 years after the date of the act to 
report to Congress on operations under the act and to make any recommenda- 
tions as to changes in the law which appear desirable. 

Section 6: Any company willfully violating the act shall upon conviction be fined 
not more than $1,000 a day and any individual willfully participating in any 
such violation shall be fined not more than $10,000 or imprisoned for not more 
than 1 year, or both. Officers and employees of a bank holding company are 
made subject to the same penalties for false entries as are applicable to officers 
and employees of member banks of the Federal Reserve System ($5,000 fine or 5 
years’ imprisonment, or both). 

Section 7: This section amends subchapter O of chapter 1 of the Internal Reve- 
nue Code of 1954 for the purpose of providing appropriate tax relief to bank hold- 
ing companies which distribute their nonbanking assets or their banking assets in 
order to comply with the requirements of the act. The provisions are identical 
with corresponding tax provisions of H. R. 6227 as summarized in detail in the 
report of the House Banking and Currency Committee on that bill. 


Section 8: This section contains the usual separability clause for provisions of 
the act. 


Secrion py SEcTION ANALYSIS OF H. R. 6227 


SHORT TITLE—BANK HOLDING COMPANY ACT OF 1955 
Section 2. Declaration of policy 


Congressional policy to (1) control expansion of bank holding companies, (2) 
separate their banking from nonbanking business, (3) keep banks competitive 
and eliminate undue concentration of economic power, and (4) make bank holding 
company affairs subject to examination and regulation. 


Section 3. Definitions 


(a) Bank holding company.—(1) Company owning 25 percent or more of voting 
shares of each of 2 or more banks or bank holding company; and (2) company 
which Federal Reserve Board determiries, after notice and opportunity for hear- 
ing, controls management or policies of 2 or more banks. Successor to bank hold- 
ing company is considered a bank holding company from date its predecessor 
became one. 

Expressly excludes— 


Corporations wholly owned by the United States or a United States agency ; 

Banks controlling shares as a fiduciary (unless controlled for benefit of 
majority of persons beneficially interested in bank) ; 

Excluded on the basis of current ownership of bank stock (but covered for 
future bank stock acquisitions) are the following: 

Mutual savings bank and nonprofit charitable organizations and companies 
controlling 2 or more banks with total deposits not over $15 million as of 
December 31, 1954. 
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(b) Subsidiary—(1) Company with 25 percent of its voting shares controlled 
a bank holding company. Excludes voting shares owned by the United States; 
ne Company whose management and policies are controlled by a bank holding 
company, as determined by Federal Reserve Board after notice and chance for 
hearing. 

(ce) Company.—Any bank, corporation, partnership, joint-stock company, busi- 
ness or voting trust, association, or similar organized group. Bxcludes United 
States or State-controlled companies, and executor, administrator, or trustee for 
an individual’s estate, and trustee or irrevocable trust agreement set up from 
the one donor’s property. 

(d) Bank.—National bank, State bank, savings bank, or trust company. Ex- 
cludes corporation organized for international or foreign banking and organiza- 
tion not doing business in the United States. 

State member bank : State bank which is member of Federal Reserve System. 

District bank: State bank organized or operating under District of Columbia 
ce xle. 

(e) Suecessor.—Company acquiring bank shares from a bank holding company, 
if no substantial change in bank control or beneficial share ownership results. 
Empowers Federal Reserve Board to define “successor” further to prevent evasion 
of fact. 

(f) Board—Board of Governors of Federal Reserve System. 


Section 4. Registration, reports and examination 

(a) Bach bank holding company is to register with Federal Reserve Board 
within 180 days after act becomes effective or 180 days after becoming a bank 
holding company, whichever is later. Registration shall give information on 
company’s financial conditions, operations, management, intercompany rela- 
tions with its subsidiaries, and related matters. Board may give up to an 
additional 180 days for registration, 

(b) Board may issue regulations and orders. 

(ec) Board may require sworn reports from time to time to determine com- 
pliance. Board may examine bank holding company and subsidiaries at com- 
pany expense. Board shall use examination reports of Comptroller of the Cur- 
rency, FDIC, or State bank supervisory authority so far as possible. 

(d) Board to report annually to Congress on administration of Act, difficul- 
ties, and recommended changes, 


Section 5. Acquisition of bank shares or assets 


(a) Unlawful except with prior Board approval (1) for company to become 
bank holding company, (2) for bank holding company or subsidiary to acquire 
bank voting shares (except those acquired as stock dividend), or (3) for bank 
holding company or subsidiary, other than a bank, to acquire substantially all 
assets of a bank. 

(b) Thirty days before approving application, Board shall notify: (i) Comp- 
troller of the Currency if bank to be acquired is a national or District bank; 
(ii) State supervisory authority if bank being acquired is a State bank. Appli- 
eation shall not be granted if such notified authority disapproves it in writing 
within the 30 days. 

(c) Prohibits bank holding company or subsidiary from acquiring control of 
additional bank outside State of its principal office or where it conducts principal 
eperations. Prohibits bank holding company or subsidiary from acquiring con- 
trol of additional bank except in accordance with geographic limits applicable 
to branch bank establishment under State law, unless State statute affirmative- 
ly authorizes such acquisition. 

(d) Standards to be followed by the Board include (1) bank holding com- 
pany’s and bank’s financial history and condition, (2) prospects, (3) manage- 
ment, (4) convenience, needs and welfare of area concerned, and (5) sound 
banking, public interest, and bank competition. 


Section 6. Interest in nonbanking organizations 


(a) Bank holding company may not own shares or obligations of nonbank 
company or engage in nonbank business (except those related to banking as 
listed below in (c) (1) of this section 6). Divestment of such business re- 
quired within 2 years. Board may extend this time to not more than 5 years 
after Act’s effective date or 5 years after time when company becomes a bank 
holding company, whichever is later. 
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(b) After 2 years following date of act, no bank holding company share cer- 
tificate shall bear statement purporting to represent shares of nonbank or non- 
bank holding company. After that 2 years, ownership, sale, or transfer of 
shares of bank holding company shan’t be conditioned upon like transaction in 
shares of nonbank or nonbank holding company. 

(c) Expressly exempts from nonbank divestment requirements— 

(1) Shares or obligations of company which (i) holds or operates premises 
used or to be used by a subsidiary bank, (ii) conducts a safe deposit business, 
or (ii) serves the holding company and its subsidiaries in auditing, apprais- 
ing, investment counsel, or liquidating assets ; 

(2) Shares or obligations acquired by bank holding company which is a 
bank, or its subsidiary, in satisfaction of debt contracted earlier. These 
must be disposed of within 2 years after acquisition or 2 years after act's 
effective date, whichever is later ; 

(3) Shares or obligations acquired from subsidiary as result of disposal 
request by Federal or State examining authority. Company to dispose of 
same within 2 years after acquisition or 2 years after act's effective date, 
whichever is later ; 

(4) Shares or obligations held as a fiduciary by a bank which is a bank 
holding company, or of kinds and amounts eligible for national bank invest- 
ment. Also shares lawfully acquired and owned before enactment of act by 
bank which is a bank holding company or any wholly owned subsidiary ; 

(5) Shares or investments a bank holding company is permitted to own 
under State law; and 

(6) Shares, securities, or obligations owned by a bank holding company 
not in excess of (i) 5 percent of outstanding voting shares of a company, and 
(ii) 5 percent of total assets of the bank holding company. Also bank 
holding company ownership of ‘shares, securities, or obligations of an invest- 
ment company which isn’t a bank holding company and engages only in 
business of securities investment, if securities so owned don’t include over 
5 percent of voting securities of issuing company and don’t include any single 
asset valued more than 5 percent of value of total assets of the bank holding 
company. 


~ 


Section 7. Borrowing by bank holding company or its subsidiaries 

Unlawful for a bank to— 

(a) Invest its funds in shares or obligations of its parent bank holding 
company or subsidiary ; 

(b) Take any obligation of its parent bank holding company or subsidiary 
as collateral for advances to such company or subsidiary, except for previous 
debts, in which case the collateral can’t be held for more than 2 years; 

(c) Buy under a repurchase agreement obligations from its parent bank 
holding company or subsidiary; or 

(d) Lend, discount, or extend credit to its parent holding company or 
subsidiary. 

Non-interest-bearing deposits and giving immediate credit to a bank upon 
uncollected items received in usual course of business are not considered as 
loans or advances. 

Also exempted from the provisions of this section are— 

(1) Obligations of company listed in section 6 (c) (1) of act (bank 
premises, safe deposit, auditing, etc.) ; 

(2) Company which became a subsidiary due to a debt to the bank con- 
tracted before it became a subsidiary ; 

(3) Company which is a subsidiary because of bank control of company’s 
voting shares in a fiduciary capacity (except where shares are held for 
benefit of majority of bank stockholders). 


Section 8. Reservation of rights to States 


This act shall not prevent a State from using powers or jurisdiction regarding 
banks, bank holding companies, and subsidiaries. 


Section 9. Hearings and review 
The bill provides: 
1. Right of interested parties to file applications with Board. 
°. Adequate notice by Board and justifications for actions taken. 
}. Judicial review from beginning, under Administrative Procedure Act. 


‘ 
« 
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Section 10. Penalties 

Up to $1,000 per day fine for company convicted of violating act Up to $10,000 
or 1 year imprisonment, or both, for individual convicted of willful participation 
in violation. Section 1005 of United States Criminal Code (up to $5,000 fine or 
5 years imprisonment, or both) applies to bank holding company personnel con- 
victed of making false entries. 

Section 11. Technical amendments 

(a) If bank holding company and its subsidiaries are members of Federal 
Reserve System, within 1 district, only 1 of them may take part in nomination or 
election of class A and B directors of the Federal Reserve bank in the district. 

(b) (1) Deletes sentence which includes a holding company affiliated within the 
term “affiliate.” The section involved penalizes affiliate member banks $100 a 
day for failing to obtain and furnish to Federal Reserve banks and the Federal 
Reserve Board reports from its affiliates. 

(2) Repeals a provision which required State member banks affiliated with a 
holding company affiliate to obtain from it an agreement that the affiliate will be 
subject to the provisions of section 5144 of the Revised Statutes dealing with 
holding company affiliates of national banks. 

(¢) Repeals subsection 2 (c) of Banking Act of 1933 which defined “holding 
company affiliate.” 

(d) Amends section 5144 of the Revised Statutes to delete provisions requiring 
a holding company affiliate of a national bank to obtain a voting permit from the 
Federal Reserve Board before voting shares the affiliate controls in an election 
for national bank directors, (If enacted after S. 256 this would negate the pro- 
visions of 8. 256 favorably reported by this committee to stop cumulative voting 
unless allowed by the bank’s articles of association. ) 

(e) Deletes provision which includes holding company affiliates within the 
term “affiliate” as used in requirement for national banks to get at least 3 
reports a year from its affiliates for the Comptroller of the Currency. 

(f} Adds a new part VIII (secs. 1101 to 1108) to chapter 1, subsection O of 
the Internal Revenue Code of 1954 dealing with favorable Federal income-tax 
treatment for property distributed to shareholders of bank holding companies 
because of the requirements of this Bank Holding Company Act. 

Section 1101, Distribution pursuant to Bank Holding Company Act of 1955 

(a) No tax assessed on capital gains acquired by a bank holding company 
shareholder certified as a result of divestment of nonbank holdings. 

(b) No tax assessed on capital gains acquired by a bank holding company 
shareholder as a result of disposal of property which would cause the company to 
be a bank holding company if held by it, on Board certification that disposal is 
therefore necessary and is appropriate under the act. 

(The provisions of sees. 1101 (a) and (b) are mutually exclusive; the share- 
holders can’t take the benefit of both of them.) 

(c) (1) (A) The shareholder of the bank holding company does not get the 
special tax benefit on property the company acquires after May 15, 1955, unless 
it acquired it in a distribution covered by section 1101 (a) or (b) above, or unless 
it acquired it in exchange for all its stock under the provisions of section 
1101 (¢c) (2) or (8) below. 

(13) The shareholder of the bank holding company does not get the special 
tax benefit on property distributed to the company because of stock acquired by 
the company after May 15, 1955, unless the stock was acquired in a distribution 
under section 1101 (a) or (b), or unless the stock was acquired in exchange for 
all the company’s stock under the provisions of section 1101 (c) (2) or (3). 

(e) (2) The denial of the special tax benefits to shareholders for property or 
stock acquired by a bank holding company after May 15, 1955, does not apply 
where the company (A) exchanges for all the stock of a corporation formed to 
receive it, property eligible for distribution under section 1101 (a), and (B) 
then distributes the stock of the formed corporation to the bank holding company 
shareholders, if before the exchange the Board certifies such aetion appropriat: 
to carry out divestiture of nonbanking interests, 

(c) (8) This is a like provision to (2) above for distribution of property cov- 
ered by section 1101 (b) (to stop a company from being a bank holding com- 
pany). The Board certification in this case must state the propertydistributed 
would cause the company to be a bank holding company if held, that its disposal 
is therefore necessary, and the exhange and distribution are appropriate to carry 
out the policies of the Bank Holding Company Act. 
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(d) The tax benefits of section 1101 (a) or (b) to a shareholder are not avail- 
able for any property distribution attributable to a capital contribution to the 
distributing company made after May 15, 1965, unless the Secretary of the Treas- 
ury determines that one of the principal purposes of the capital contribution 
was not to avoid Federal income tax. 

fe) (1) Denies tax benefits of section 1101 (a) upon property distribution 
unless Board certifies that a bank holding corporation has distributed by deadline 
all nonbanking property. 

(e) (2) Denies tax benefits of section 1101 (b) upon property distribution 
made to stop company from being a bank holding company, unless Board certifies 
that a bank holding corporation has distributed by deadline all property 
which, if held, would make it a bank holding company. The deadline under this 
paragraph (2) is 2 years after the date of enactment of this amendment to the 
Internal Revenue Code ; but the Board may extend it to 5 years. 

Section 1102. Special rules 

(a) Basis of property acquired in distributions.—If no gain is recognized on 
property distribution due to section 1101, the tax basis of such property for the 
shareholder receiving it (and of the stock responsible for the distribution) is an 
adjusted basis determined by allocating between the property and the stock the 
stock’s adjusted basis. The allocation shall be made under regulations issued by 
the Secretary of the Treasury. 

(b) Periods of limitations.—Extends period for compelling payment of tax 
deficiency arising from a distribution under section 1101. Sets limit at 1 year 
after date distributing corporation notifies Secretary of the Treasury that final 
certification has been made by the Board under section 1101 (e). (Limits under 
secs. 6501 and 6502 of the Internal Revenue Code of 1954 vary from 8 years 
after filing of a tax return for assessment and 6 years after assessment for 
collection to no limit in the case of no returns, false returns with intent to evade 
taxes, or any willful attempt to evade taxes.) 

(c) Allocation of earnings and profits—If under section 1101 (c) (2) or (3),a 
hank holding company exchanges property for stock of a corporation formed to 
receive the property, any earnings or profits of the bank holding company 
shall be allocated between it and the receiving corporation, under regulations 
issued by the Secretary of the Treasury. 

(d) Itemization of property.—Board shall itemize property in any certificate it 
gives, so that tax provisions may be carried out. 


Section 1108. Definitions. 


(a) Bank holding company.—Same as in section 3 (a) of the Bank Holding 
Company Act. 

(b) Qualified bank holding corporation.—(1) In general: To qualify for the 
favored tax treatment provided in section 1101, a corporation must (1) be a bank 
holding company and (2) hold “prohibited property” (as defined in section 11038 
(c)). Besides, such property must have been acquired by the corporation (A) by 
May 15, 1955, or (B) in a distribution in which gain was not recognized because 
of section 1101 (a), or (C) in an exchange covered by section 1101 (c) (2), 
under which the bank holding company’s stock is surrendered in exchange for 
the property. 

(2) Limitations: Even though a corporation meets the requirements of para- 
graph (1) of this subsection, it must also meet the requirements of subpara- 
graphs (A), (B), and (C) of this paragraph (2) in order to be a qualified bank 
holding company. 

(A) To be qualified, a bank holding company must either have met the 
requirements of the Bank Holding Company Act, assuming it was law on 
May 15, 1955, or must be a bank holding company solely by reference to 
property acquired before May 15, 1955, property acquired under section 
1101 (a) or (b) with no recognition of gain, and property acquired by it 
in exchange for all its stock under section 1101 (c) (2) or (3). 

(B) To be qualified due to acquiring property as to which no gain is 
recognized because of section 1101 (a) or (b), the property must have been 
acquired in a distribution with respect to stock acquired by the bank holding 
company (i) by May 15, 1955, or (ii) in a distribution as to which no gain 
is recognized because of section 1101 (a) or (b), or (iii) in exchange for 
all its stock under section 1101 (¢c) (2) or (3). 

(C) To be qualified, a bank holding company must have a certificate from 
the Board that it meets the requirements of this subsection (b). 
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(c) Prohibited property——Property it would be appropriate to dispose of in 
order to divest a bank holding company of its non-bank-related interests, if the 
company continued to be a bank holding company beyond the deadlines set under 
section 6 (a) of this act or section 1101 (e) (2) (B) of the Internal Revenue 
Code of 1954 as added by this act. Does not include nonexempt property or shares 
or obligations of a company held by a bank holding company in accordance with 
section 6 (c) (6) of this act (general minority investments). 

(ad) Nonerempt property.—Property that doesn’t enjoy favored tax treatment 
under the tax provisions in this act: 

(1) obligations maturing in 24 months or less, excluding days of grace, 
(2) Government securities, or 
(3) money and right to receive it. 

(e) Board.—Board of Governors of the Federal Reserve System. 

(f) (2) Amends table of parts of chapter 1, subchapter O of Internal Revenue 
Code of 1954 by adding “Part VIII. Distributions pursuant to Bank Holding 
Company Act of 1955.” 

(f) (3) These tax provisions in subsection (f) apply to taxable years ending 
after the enactment of the act. 

(g) (1) Exempts from definition of “investment company” under Investment 
Company Act of 1940 any bank holding company registered with Board under 
the Bank Holding Company Act of 1955 or any banking subsidiary or other 
subsidiary of such company exempted by section 6 (c) (1) from divestiture. 

(2) Exempts from definition of “investment adviser” in Investment Advisers 
Act of 1949 any bank holding company as defined in the Bank Holding Company 
Act of 1955 or any banking subsidiary or other subsidiary of the company 
exempted by section 6 (c) (1) from divestiture. 


Section 12. Saving provision 


This act not to be construed as approving any action in violation of existing 
law. This act to be no defense in any proceeding now pending or later begun 
because of any prohibited antitrust or monopolistic action. 


Section 13. Separability of provisions 


If any provision of this act is held invalid or its application to any person or 
circumstance is held invalid, the rest of the act isn’t affected by any such 
holding. 


[Congressional Record, Senate, p. 7216, June 16, 1955] 
NoTIce OF HEARINGS ON PROPOSED BANK HoLpine CoMPANY LEGISLATION 


Mr. Frear. Mr. President, on behalf of the Subcommittee on Banking of the 
Senate Committee on Banking and Currency, I desire to give notice that a public 
hearing will be held on 8. 880 and H. R. 6227, relating to the control and regula- 
tion of bank holding companies, and any other such bills as may be pending 
before the subcommittee. This hearing will begin at 10 a. m. on Tuesday, July 5, 
1955, in room 301, Senate Office Building. 

All persons who desire to appear and testify at the hearing are requested to 
notify Mr. J. H. Yingling, chief clerk, Committee on Banking and Currency, 
room 303, Senate Office Building, telephone National 8-3120, extension 865, before 
the close of business on Wednesday, June 29, 1955. 

Mr. President, hearings were held on similar proposed legislation by the Senate 
Committee on Banking and Currency in the 83d Congress, and when printed com- 
prised 830 pages of testimony and exhibits. At the present there are only two 
members of the committee who were not members at the time of those hearings. 

In addition, the House Committee on Banking and Currency this year held 
hearings which when printed comprised 645 pages of testimony and exhibits. 
In previous years the Senate committee has held lengthy hearings on this matter. 
The proposed legislation has been before the committee for many years. 

For these reasons the committee feels justified in asking witnesses who desire 
to be heard to conform to the provisions of the Reorganization Act which permit 
witnesses to file extended statements, but also provide that such statements be 
summarized in oral testimony. The committee reserves the right to limit oral 
testimony to such periods of time as it may determine, in addition to such time 
as may be required for questioning of witnesses by committee members, unless 
the chairman, for good cause, grants additional time. 


Senator Frear. Hearings were held on similar proposed legislation 
by the Senate Committee on Banking and Currency in the 83d Con- 









cl il vo ION at. MMA ai la 


setae! 


sai 


ea AON eB AG Zia BINS 


a A 








CONTROL OF BANK HOLDING COMPANIES 43 


cress, and when printed comprised 830 pages of testimony and exhibits. 
At the present there are only two members of the committtee who were 
not members at the time of those hearings, 

In addition, the House Committee on Banking and Currency this 
year held hearings which when printed comprised 645 pages of testi- 
mony and exhibits. In previous years the Senate committee has held 
lengthy hearings on this matter. The proposed legislation has been 
before the committee for many years. 

For these reasons the committee feels justified in asking witnesses 
who desire to be heard to conform to the provisions of the Reorganiza- 
tion Act, which permit witnesses to file extended statements, but also 
provide that such statements be summarized in oral testimony. The 
committee reserves the right to limit oral testimony to such periods 
of time as it may determine, in addition to such time as may be 
renee for questioning of witnesses by committee members, unless 

he chairman, for good cause, grants additional time. 

The first gentleman on the agenda this morning is Mr. William 
Martin, Chairman of the Board of Governors of the Federal Reserve 
System. This committee has had the pleasure many times of having 
Chairman Martin with us. The Chairman always brings us infor- 
mation that is well considered by the committee in its deliberations 
and-in voting on legislation. He always brings us his opinions and 
the opinions of others, I guess, at times, which are always pertinent 
to the matter before the committee. The Chairman does not dwell 
on long, extemporaneous voyages into the open, but confines his 
remarks to the subject matter, and, as I have said, they are always 
pertinent and well received. Not at all times does the full mem- 
bership agree, but we are very happy, Mr. Martin, to have you with 
us this morning and you may proceed in the manner in which you 
would prefer. 


STATEMENT OF WILLIAM McCHESNEY MARTIN, JR., CHAIRMAN, 
ACCOMPANIED BY J. L. ROBERTSON, MEMBER, BOARD OF GOVER- 
NORS OF THE FEDERAL RESERVE SYSTEM 


Mr. Martin. I have an extended statement which I will file, and 
then I have a brief one I would like to read, if that is agreeable. 

Senator Frrar. It is surely very agreeable, and your full state- 
ment will be made a part of the record at the conclusion of your 
testimony. 

Mr. Martin. During the past 15 years numerous bank holding 
company measures have been introduced in the Congress, ranging 
from so-called death sentence to freeze bills. One proposal after 
another has bogged down in disagreement among those who wanted 
no legislation at all and those who ‘sought to put an end to the holding- 
company device. Each has been beset by intense controversy. Past 
efforts of Members of Congress and those in Federal or State regula- 
tory agencies who have sought to reconcile sharply divergent view- 
points and at the same time devise effective measures have not met with 
success. Over the years, the Reserve Board has changed its own 
views as to the nature of legislation best adapted to meet “the existing 
problems in this field. 

Existing provisions of law, originally enacted in the Banking Act 
of 1933, haye proved entirely inadequate to deal with the special 
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problems presented by bank holding companies. It has been, and 
still is, the ante; view that additional legislation is essential to 
deal effectively with these problems. 

Three years ago, when asked to express its views on a then pending 
bill, the Board undertook a complete review of the bank-holding 
situation and of the legisl: sisi it felt would best deal with it. After 
intensive study the Board reached conclusions that were set forth 
in a letter and accompanying memorandum to the House Banking 
and Currency Committee on April 11, 1952. 

In complying with your request for our views we must, of course, 
give you our best judgme nt. The fact that we are not in accord with 
HL. R. 6227, which has been passed by the House, cannot be ascribed 
to any desire to delay further or defeat legislation on this subject, 
for you also have before you a measure, S. 2350, that does accord 
with our best judgment. And as I have indicated, remedial legis- 
lation to deal with these problems is not only essential, but is long 
overdue. 

We believe, as we have said previously, that the principal problems 
in the bank holding company field arise from two circumstances: 

(1) The unrestricted ability of a bank holding company group 
to add to the number of its banking units, thus making possible 
the concentration of commercial b: inking facilities in a particular 
area under a single control and management; and 

(2) The combination under single control of both banking and 
nonbanking enterprises, thus permitting departure from the prin- 
ciple that banking institutions should not engage in business 
wholly unrelated to banking, which involves the lending of other 
people’s money, whereas other types of business enter prise do not 
involve this element of tr usteeship. 

I should like to submit for the record a memorandum of the Board’s 
views, including comments on H. R. 6227, which you have under con- 
sideration. This memorandum reiterates the views expressed on be- 
half of the Board before the House Banking and Currency Commit- 
tee on February 28, 1955. 

In brief, the Board believes that the major objectives of the legisla- 
tion could be effectively accomplished by a bill which would: 

(1) Define a bank holding company as a company which con- 
trols a majority (or possibly 25 percent) of the stock of any one 
bank, with no exceptions from the definition ; 

(2) Require approval by an agency of the Federal Govern- 
ment, after consulting with the appropriate State authorities, be- 
fore a bank holding company could acquire the stock of any bank, 
if thereafter its stockholdings in that bank would exceed 5 per- 
cent; 

(3) Require bank holding companies within a prescribed period 
to divest themselves of their nonbanking interests, with a mini- 
mum of specific exemptions, but with administrative authority 
to make certain limited exemptions with respect to companies en- 
gaged in bank-related businesses and with respect to situations 
in which an exemption would be desirable to prevent hardship 
or to protect the public interest. 

The bill H. R. 6227 would go beyond these minimum requirements 
in regulating bank holding companies. Operations under its provi- 
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sions would be possible for the Board, but would present some serious 
administrative difficulties. 

While would favor a number of changes in the provisions of the 
bill, the principal provisions that concern us may be briefly mentioned. 

In the first place, the bill’s definition of bank holding company 
would not only impose an undesirable discretionary responsibility on 
the Board, but would not, we believe, accomplish one of the major 
purposes of the bill. In addition to covering any company which 
oWns 25 percent or more of the stock of two or more banks, the defini- 
tion would cover any other company which might be determined by 
the Board to exercise a controlling influence over two or more banks. 
We feel that it is unnecessary and undesirable to vest the administer- 
ing agency with such discretionary authority. Moreover, we believe 
that the definition should cover a company which controls only a single 
bank, since it seems clear that the potential abuses which may result 
trom the combination of both banking and nonbanking interests under 
single control could very well exist in a case in which only one bank 
is involved as in cases in which a holding company controls two or 
more banks, 

Secondly, the bill would prohibit a bank holding company from ac- 
quiring additional banks outside of the State in which it has its 
principal office or carries on its principal business, or in any State 
except in accordance with the branch laws of that State. The Board 
believes that these provisions are unnecessarily severe and also that 
they would deprive the States of the right to regulate holding com- 
pany banking in a manner different from branch banking. We feel 
that Federal regulation of bank holding companies should not be tied 
to the branch banking laws of the States. 

In the third place, the bill would prevent the approval of the acqui- 
sition of stock of a State or National bank unless the transaction is 
first approved by the appropriate State banking authority or by the 
Comptroller of the Currency in the case of a national bank. We be- 
lieve that this requirement would result in an undesirable diffusion of 
responsibility and give rise to duplication of effort and administrative 
difficulties. Consideration should be given to the views of the Comp- 
troller and the State authorities, but final responsibility should rest 
with a single administering agency. 

Senator Dovenas. May I ask a question at this point, Mr. Chairman ? 

Senator Frear. Yes. You have no objection to that, do you? 

Mr. Martin. None whatever. 

Senator Doveias. Who should the single administering agency be? 

Mr. Martin. We do not take a position on that. 

Senator Doveras. Is the Federal Reserve Board a receptive candi- 
date for this? 

Mr. Martrn. The Federal Reserve Board would accept it, but we 
are not trying to make a grab for power here. 

Senator Frear. You are not a candidate { 

Mr. Martin. The Board is not a candidate. 

Finally, the judicial review provisions of section 9 of the bill would 
give any person affected by any action or inaction of the administering 
agency a right to institute proceedings for judicial review, with a trial 
of the facts de novo in the reviewing court. These provisions would in 
the Board’s opinion be at variance with the spirit of the Administra- 
tive Procedure Act and would possibly result in a considerable amount 
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of litigation. Of course, even without such provisions, any arbitrary, 

capricious, or unlawful action of the administering agency would be 
subject to review by the courts. In any event, if provisions for judi- 
cial review are to be included in the bill they should be confined to the 
principal parties involved and should not provide for a trial of the 
facts de novo. 

The memorandum which I offer for the record discusses these mat- 
ters in more detail. 

In summary, the Board recommends legislation along the lines of 
S. 2350 because we feel that it would effectively and equitably provide 
needed regulation of bank holding companies. 

Senator Frear. Mr. Martin, on page 3, under item (1), you give 

a reason or a definition of a bank holding company as— 
a company which controls a majority (or possibly 25 percent) of the stock of 
any one bank * * * 
I am not sure that I quite understand what you mean by that. That 
was a recommendation under 8. 880 of 25 percent of two or more 
banks. Why do you limit it to any one bank? 

Mr. Martin. Well, because it is our view that the same abuses can 
apply through a single bank, as through two or more banks. With 
regard to the mixing of bi anking and nonb: anking interests, which we 
consider to be 1 of the more important items in this bill, we believe 
that the abuse could arise from just having 1 bank in a holding com- 
pany, as well as from having 2 or more banks. 

Senator Frear. Then do I gather from that that you would mean 
any bank, State or National “bank, that had nonbanking interests, 
should be subjected to some type of Federal regulation ¢ 

Mr. Martin. I do indeed. That is what we are saying. 

Senator Frear. Why would you want to prohibit a bank from own- 
ing an interest of 25 percent or more ina corpor ation, or partnership, 
or some other form of business, in the area in which it was serving as 
a commercial bank? There are times when commercial banks have 
to take over certain companies by stock subscription or otherwise. 
Then they would be subject to Federal regulation, even though this 
business came to them involuntarily ? 

Mr. Martin. Could I let Governor Robertson discuss that, because 
he has given a lot of thought to that? 

Senator Frear. Surely. First I would like to apologize for not 
recognizing Governor Robertson at the opening here as accompany- 
ing the Chairman of the Board. I humbly apologize for that, Gover- 
nor Robertson. I am sure you are not the type to resent that. 

Mr. Rosertson. The situation which you described arises every day 
where a bank does have to take over collateral in the form of stocks 
in order to satisfy a debt previously contracted. That is an excep- 
tion recognized in all banking laws and would be recognized in any 
one of these bills which are before the committee today. 

Senator Frear. So then it does not raise any problem of subjecting 
it to Federal regulation / 

Mr. Ropserrson. None whatsoever. 

Senator Frrar. Do you feel that the point is sufficiently strong that 
you should be able to convince the members of the subcommittee on 
that point? 

Mr. Rosertson. I think there is no doubt of it. 
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Senator Frear. I mean the members feel very strongly about that. 

Mr. Rosertson. About the one-bank proposition ? 

Senator Frear. The elimination of or an exemption of such a thing 
as might come before a bank. 

Mr. Ropertson. I think that is recognized, Mr. Chairman, by all 
people 1 in the business. 

Senator Frear. My attention was drawn to the time in which they 
would have to divest themselves of those interests. 

Mr. Rosertson. That is right. 

Senator Frear. Mr. Chairman, also at the bottom of page 3 you 
say operations under the provisions of H. R. 6227 would be possible 
for the Board to administer, but it would certainly place very serious 
difficulties in the way of administrative procedure. Do you have 
anything in mind as to that, where you could briefly state what the 
difficulties might be ? 

Mr. Martin. I think the principal difficulty we cover in the para- 
graph on page 4. 

Senator Frear. The administration would be in the greatest diffi- 
culty as appears on page 4% 

Mr. Martin. That is right. We do not mean to indicate we cannot 
administer it. We can. But there are difficulties we can foresee 
in giving us this discretionary authority that we think we ought to 
point out to the committee. The lines get quite indistinct and blurred 
at. times on that sort of thing, and I would like to have a little discre- 
tionary authority as I can have. 

Senator Frear. I do not think you will get too much condemnation 
on that statement. 

Also at the bottom of page 4 under your second reason, you say that 
your Board feels that Federal regulation of bank holding companies 
should not be tied to the branch banking laws of the States. Just 
what do you mean by that? 

Mr. Martin. I will ask Governor Robertson again to discuss that, 
since he has gone into it thoroughly. 

Mr. Ronertson. H. R. 6227 would limit the expansion by a bank 
holding company in any State to the same geographical limitations 
which would be applicable to the br anching | by banks established in 
that State. In other words, the State legislature having spoken with 
regard to branch banking, the Federal legislature would now be 

saying when you said branch banking you really meant holding com- 
pany banking. In other words, the “Federal Gov ernment, if it were 
to adopt the ‘principle set forth in H. R. 6227, would be stating to a 
State that you really meant something besides what you spoke about. 

You see, at the time the branch banking laws were enacted—and 
certainly this is true with respect to national banks—there had pre- 
viously been no statutory authority for branches, so that eve1 ryone 
started out from scratch; but the holding companies in this country 
had developed over a period of years with the consent of the Federal 
Government, and there has been legislation relating to them—and 
with the consent of the’State government. In other words, we think 
that since bank holding companies have been established, it would 
be inappropriate at this time for the Federal Government to treat them 


in exactly the same manner as branches are treated by the laws of the 
various States. 
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Senator Frear. You feel holding company jurisdiction should be 
governed and controlled by the State legislatures rather than by any 
Federal agency, especially your Board ? 

Mr. Rozertson. No, I do not. I say that the States ought to have 
the right to treat them differently from the way the Federal Govern- 
ment does; but the fact that there are no laws today in the States 
which are adequate to meet this sort of problem, necessitates Federal 
legislation. However, the legislation should permit the States to 
have more severe restrictions, if they wish; but if they wish they ought 
to speak specifically as to holding companies and not apply laws which 
they have enacted relating toa different type of situation. 

Senator Frear. How do you and the members of your Board feel 
regarding the jurisdiction of the State legislatures in controlling or 
Aa ating bank holding companies? Do - you prefer that it be done 
by the State legisl: atures only in the absence of statutes now existing? 
Is this your poinion ? Would you recommend that the State legisla- 
tures, or would it be your opinion that the State legislatures should 
take some action along this line? 

Mr. Roserrson. In my opinion, the States should be free to deal 
with it and I would like to see them deal with it, but the fact that 
there is not any legislation makes it essential that there be Federal 
legislation in the meantime. 

Senator Frear. Yes. Have you found in your experience that cer- 
tain suggestions emanating from the Federal Reserve Board on other 
bi inking 1 matters have had some effect in the State legislatures? Has 
that effect been or, rather, would your opinion and advice have been 
on a policy that could be followed for uniformity rather than control 
and jurisdiction? At any time have you had opinions that might 
go out through different speeches of members of the Board, or even 
through Board reports, where you may have at times made some 
suggestion or intimated certain things, namely, what the State legis- 
latures could wisely do on their own, and reserving for a Federal 
agency such as yours only suggestions that would “have the State 
legislatures act in conformity to a certain policy or principle? In 
other words, not have 48 or 49 different types of legislation to control 
bank holding companies in this case, or whatever the case may have 
been previously ? 

Mr. Roserrson. There is a very real need for uniformity in this 
particular field, it seems to me; uniformity with leeway for a greater 
amount of severity if the States should so desire. I cannot think 
of any particular instance, Mr. Chairman, where the lead of the Fed- 
eral Reserve Board has been followed by the States in enacting legis- 
lation applicable to the banking field. However, the whole pattern 
of legislation contained in the Federal Reserve Act has set a standard 
for States throughout the country. It would be very difficult to put 
my finger on it. 

Senator Frear. But the creation of the Federal Reserve System 
in itself has had some influence on legislation ? 

Mr. Roperrson. Very greatly. 

Senator Frear. But not always? 

Mr. Roperrson. It is a slow process. 

Senator Frear. Perhaps too slow for some. I do not know about 
the matter myself, Governor. A pertinent question is that in section 8 
of S. 880, the reservation of rights to States—— 
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Mr. Ropertson. It is very desirable. 

Senator Frear. You think that section is quite all right? 

Mr. Roserrson. Oh, I think they should have the right to enact 
more severe legislation, or any kind of legislation that they desire. 

Senator Frear. The Chairman stated that you favored S. 2350. 
That particular section of S. 880 does not appear in 8S. 2350. If 
S. 2350 were so amended I assume that you would follow—— 

Mn. Rosertson. We have no objection. We think it is implied in 
it as it is. 

Senator Frear. Senator Douglas. 

Senator Dove as. P know that the Federal Reserve Board has been 
concerned for some years about bank holding companies. I won- 
dered if you would sicmtinide the bank holding companies which you 
think have a large degree of control over other banks, Mr. Chairman. 

Mr. Martin. We havea list. 

Mr. Roperrson. Yes, and I would be glad to make a list of all of 
them a part of the record. 

Senator Dovetas. Why can you not mention them now for the 
record ¢ 

Mr. Rosertson. I can mention some of those. The large ones you 
wish? 

Senator Doveias. Yes. And the degree of control over the banks 
and resources in specific States which these holding companies have. 

Mr. Ropnertson. I have prepared, Mr. Chairman, a list of all of the 
holding companies in the groups which are subject to some kind of 
control by the system today. ‘There are 18 of them. Those groups 
are subject to control only because they have member banks within 
the holding company groups. If they have only nonmember banks 
they are not subject to control. Even where they own stock in mem- 
ber banks they are not subjected to control if they do not desire to 
be since they do not have to vote their stock. 

Those holding companies in those 18 groups as of December 31, 
1954, control banks having total deposits of about $10 billion, but 
that figure is a little misleading. 

Senator Dovenas. $10 billion ¢ 

Mr. Rosertson. Yes. But that is misleading because as we explain 
in the footnotes here, the figures include banks which are associated 
with these groups though not controlled. 

Senator Doveras. Would you mention some of these groups? 

Mr. Ropertson. Yes, I would be very glad to. Going up in this 
chart I have the Wisconsin Bankshares C orporation of Milwaukee, 
which has 6 banks, 14 branches, and a total of 20 offices with $780 
million in deposits. I am going backward now on the list. 

The Union Bond & Mortgage Co., Port Angeles, Wash., 4 banks, 
1 branch, a total of 5 offices, with $21 million in deposits. 

Trustees, First National Bank of Louisville, at Louisville, Ky., 
with 2 banks, 12 branches, a total of 14 offices, with $170 million in 
deposits. 

The Trust Company of Georgia Associates, Atlanta, Ga., and that 
includes the Trust Company of Georgia with 1 branch and deposits of 
$171 million, because all of the stock “of the associates is owned by the 
trustcompany. It has 7 banks and 4 branches, a total of 11 offices, with 
$273 million in deposits. 
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Going up to the Transamerica Corp. which operates in a total of 5 
States, it has a total of 6 banks, 167 branches, for a total of 173 offices, 
with $2,021 million in deposits. That is as of December 31, 1954. 
All of these figures are as of that date. 

Senator Doveras. Transamerica does not include Bank of America ? 

Mr. Ropnerrson. It does not. 

Senator Doveras. Would you give the Bank of America figures ? 

Mr. Ronerrson. The Bank of America figures I cannot give you. 
[ can furnish them to you. 

Mr. Martin. It is about $8,400 million. 

Senator Doveras. Are they included ¢ 

Mr. Martin. No. That is not included. 

Mr. Rorertson. That is not in the holding company group today. 
[t isa branch bank organization. Going on in the list, the Shawmut 
Association of Boston has 14 banks and 37 branches, or a total of 51 
offices with deposits of $522 million. 

The Old National Corp. of Spokane, Wash., has 2 banks, 18 branches, 
and $164 million. 

The Northwest Bancorporation of Minneapolis, which operates in 
7 States, has 72 banks, 22 branches, total of 94 offices, with $1,582 mil- 
lion in deposits. 

The New Hampshire Bankshares has 5 banks, no branches, with 
431 million in deposits. 

The Marine Midland Corp., which operates in New York, has 10 
banks and 125 branches, for a total of 135 offices with deposits of 
$1,635 million. 

The Marine Bancorporation of Seattle has 2 banks and 44 branches, 
for a total of 46 offices, with $437 million in deposits. 

Senator Doveras. Is the Marine Bancorporation of Seattle con- 
nected with Marine Midland of New York? 

Mr. Ropertson. No; no; itis not. The First Security Corporation 
of Salt Lake City, which operates in 3 States, has 3 banks and 45 
branches, for a total of 48 offices, with $362 million in deposits. 

The First Bank Stock Corp 

Senator Frear. What was that last one you just read? 

Mr. Rosertson. The First Security Corporation of Salt Lake City. 
The First State Bank Stock Corporation of Minneapolis operates in 
4 States and has 75 banks and 6 branches for a total of 81 offices with 
deposits of $1,352 million. 

Senator Dovetas. That is differentiated from the Northwest ? 

Mr. Ropertson. Yes; the two holding companies operate in the 
same area. 

Senator Doveras. The two together have approximately $2,900 
million ? 

Mr. Rosertson. That is approximately right. 

Senator Dove.as. Are they interconnected ? 

Mr. Roserrson. They are not. Baystate Corp., of Boston, has 9 
banks and 66 branches for a total of 75 offices with $398 million in 
deposits. The Barnett National Securities Corp., of Jacksonville, 
has 5 banks and $139 million in deposits. 

The Bank Shares, Inc., of Minneapolis, has 4 banks and $79 million. 

The BancOhio Corp. has 21 banks and 17 branches, for a total of 38 
offices with $556 million. 
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The last is the Atlantic Trust Co., of Jacksonville, with 7 banks 
and $243 million in deposits. 

Senator Doveias. You would make these figures a part of the 
record ¢ 

Mr. Rosertson. Yes. 

Senator Doveuas. I believe they are in the House hearings on 
page 87. 

Mr. Roperrson. They vary a little from the House hearings be- 
ause ef changes made on the basis of later information. 

(The material referred to follows :) 


Holding company affiliate bank group *—Banking offices and deposits—Dec. 31, 





1954 
Number of banking offices Percentage | Percentage 
© . of offices of deposits 
of group of group 
me and location of holding company 4 banks to banks to 
(State Deposits offices of | deposits of 
Banks Branches Total ll com- all com- 
| mercial me cial 
banks in banks in 
Same State | same State 
Atlantic Trust Co., Jacksonville, Fla. | 
includes Atlantic National Bank of | 
Jacksonville, with deposits of 
$157,448,500, because the stock of the 
company is trusteed for the share- 
holders of the bank): Thousands 
Florida ae a : 7 7 $243, 043 3. 08 8.22 
| BancOhio Corp., Columbus, Ohio 
CRintdlesenne- | nate’ 21 17 38 556, 220 3.94 5.97 
Bank Shares, Inc., Minneapolis, Minn.: 
Minnesota. a2 ‘ks 4 4 79, 338 . 58 2. 28 
Barnett National Securities Corp., | 
jaeksonville, Fla. (includes Barnett 
National Bank of Jacksonville, with 
deposits of $106,730,200, because the 
shareholders of the bank and the 
corporation are the same): 
Florida. . Sse 5 f 139. 716 2. 20 4.73 
Baystate Corporation, Boston, Mass.: 
Massachusetts u 66 75 398, 813 18. 38 &. 45 
| First Bank Stock Corp., Minneapolis, 
Minn 
Minnesota 42 3 45 om 6. 57 8. 55 
Montana 12 12 2 10. 91 31. 32 
North Dakota-. 14 14 7.91 14. 87 
South Dakota 7 3 10 4. 52 8. 78 
Total, 4 States 75 6 81 1, 352, 047 6.79 25.15 
First Security Corp., Salt Lake City, 
Utah } 
Idaho ; 1 27 28 173, 038 27. 45 32. 50 
Utah 1 18 19 186, 157 21.84 9%. 61 
W yoming 1 1 3, 434 1.89 1.03 
Total, 3 States __-- ee 3 45 48 362, 629 19. 83 21. 93 
Marine Bancorporation, Seattle, Wash.: | 
Washington 2 44 46 437, 501 15. 97 18. 72 
Marine Midland Corp., Jersey City, 
N.J 
New York 10 125 135 1, 635, 751 8. 93 4. 41 
New Hampshire Bankshares, Ine., 
Nashua, N. Fi: 
New Hampshire a . 5 5 31, 065 6.41 9.91 
Northwest Bancorporation, Minne- 
ipolis, Minn.- 
lowa ; . 4 4 166, 998 .48 6.17 
Minnesota 42 3 45 925, 703 6. 57 i. 64 
Montana. _. 7 i 87, 295 6. 36 12.71 
Nebraska 5 5 150, 032 t.19 + 9. 68 
North Dakota__ 9 ; 9 89, 187 5. O8 14. 30 
South Dakota_._. 4 19 23 139, 890 10. 41 23. 66 
Wisconsin... 1 1 23, 756 14 65 
Total, 7 States 72 22 94 1, 582, 861 2. 99 11. 91 
4 Footnote at end of table, p. 52. 
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Holding company affiliate bank group*—Banking offices and deposits 
1954—Continued 


Dec. 31, 


Number of banking offices Percentage | Percentage 
of offices | of deposits 
ofgroup | of group 
banks to | banks to 


Deposits offices of | deposits of 


Name and location of holding company 


State 





: a 5 ks all com- all com- 
Banks |Branches| Total mercial mercial 
banks in banks in 
Same State | same State 
>. 
Qld National Corp., Spokane, Wash.: Thousands 
Washington 2 18 2 164, 147 6. 94 7.02 
Shawmut Associatior Boston, Mass 
clud National Shawmut Bank 
Boston, with 29 branches and dk 
posit of $406,301,100, because all 
trustees of the association are directors 
or officers of the bank; the bank shares 
in the Income of the association: and 
the executive committee of the bank 
ias the right to approve the appoint- 
ment of the trustees of the association 
Massachusetts 14 37 51 422, 990 12. 50 11.08 
rransamerica Corp., San Francisco, 
Cailif.: | | 
Arizona 1 17 18 148, 176 | 19. 35 21. 34 
California 1 53 54 745, 503 4.30 4.14 
Nevada 2 17 19 216, 580 63. 33 | 77. 37 
Oregon 1 68 69 784, 731 37. 30 | 45.11 
Washington 1 12 13 126, 188 4. 51 5. 40 
Total, 5 States 6 167 173 2, 021, 178 | 9. 34 8. 76 
rust Company of Georgia Associates, | } 
Atlanta, Ga., (includes Trust Com- | | 
pany of Georgia, Atlanta, with 1 | | | 
branch and deposits of $171,052,300, | | 
because all of the stock of the asso- 
ciates is owned by the trust company) | 
Georgia 7 4 ll 273, 398 2.44 | 12. 43 
rrustees, First National Bank of | | 
Louisville, Lou sville, Ky 
Kentucky : 2 12 14 176, 613 3. 23 | 8. 98 
Union Bond & Mortgage Co., Port | 
Angeles, Wash.: | 
Washington -_-- Jeu * 4 | 1 5 21, 622 1.74 . 93 
Wisconsin Bankshares Corp., Milwau- | 
kee, Wis } 
Wisconsin , - 6 14 20 780, 023 2. 84 | 21.32 
Total, 18 groups tei, AR 1 57 1832 |! 10,779, 855 
All commercial banks in above 22 | | 
States ; 5, 687 3,624 | 9,311 | 96,602,179 | 
Percent of total of banks in 18 groups | | 
to all commercial banks in same } 
States i 18.94 | t 11.16 
All commercial banks in the United | | | 
States e 13, 839 6,108 | 19,947 | 184, 752, 563 |. a 
Percent of total of banks in 18 groups 
to all commercial banks in the | | 
United States r oe ee ra 14.17 15,83 


i The holding company affiliates in these groups are subject to the limited regulation provided by existing 
law [hese data include not only banks controlled by the holding company affiliates, but also 7 banks 
having 30 branches (37 banking offices) and aggregate deposits of $850,561 ,300, which dominate certain of the 
respective groups or are closely associated with them. If such offices and deposits were excluded from the 
figures, the percentage ratios of the 18 groups to all commercial banks in the same States would be decreased 
from 8.94 and 11.16 to 8.54 and 10.28, respectively, and the percentage ratios of the 18 groups to all commercial 
banks in the United States would be decreased from 4.17 and 5.83 to 3.99 and 5.37, respectively. 
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Holding company affiliate bank groups *—Banking offices and deposits, by States, 


Number 
State of 
groups 


Arizon 
Californi 
Florida 
Creorg1a 

Idaho 

lowa 
Kentucky 
Massachusetts 
Minnesota 
Montana 


feat et ee DD 


Nebraska 

Nev ada 

New Hampshire 

New York 

North Dakota 2 

Ohio-.--.- knae-e l 

Oregon 7 1 

South Dakota--. 2 

Utah 1 

Washington 4 

Wisconsin 2 

W yoming 1 
Total—22 States--... 218 

State 


All commercial banks in above 22 States - 


Percent of totals for banks in 18 
groups to all commercial banks in 
same States aaa dieaererdallied 

All commercial banks in the United 
States ilenebboe oan i 

Percent of totals for banks in 18 
groups to all commercial banks in 
the United States_--. 


Dec, 31, 1954 


Number of banking offices 


Banks 


PSwee swe 


i 90 bo 


Bri 


anches 


103 


17 
oS 
9») 


18 


40 


14 


| 578 


Total 


135 


38 
69 
33 
19 


21 


832 


| Number of banking offices 


5, 687 





Banks | 





Branches 


Total 


9,311 


19, 947 


Deposits 
(in thou- 
sands of 


dollars 





3, 434 


Deposits 
in thou- 


ands of 


dollars 


06, 


184, 7 


602, 179 


*ercent of 


offices of 


group 

banks to 
offices of 
ill com- 
mercial 
banks in 


same State 


19. 35 
4.30 
5 29 
2. 44 
27. 45 

48 
3. 23 
30. 88 
13. 72 
17.97 


1.19 
63. 33 
6. 41 
S. US 
2. 99 
3. 94 
7. 30 
4. 93 
21. 84 
29.17 
2. 98 
1. 89 


Percent of 
offices of 
group 
banks to 
offices of 
all com- 
mercial 
banks in 


same State 


18. 04 


14.17 


Percent of 
deposits of 
group 
banks to 
deposits of 
all com- 
mercial 
banks in 
same State 


Percent of 
deposits of 
group 
banks to 
deposits of 
all com- 
mercial 
banks in 
same State 


111.16 


15-83 


! The holding company affiliates in these groups are subject to the limited regulations provided by existing 
law. These data include not only banks controlled by the holding company affiliates, but also 7 banks 
having 30 branches (37 banking offices) and aggregate deposits of $850,561,300 which dominate the respectiv« 


groups or are closely associated with them. 


If such offices and deposits were excluded from the figures, the 


percentage ratios of the 18 groups to all commercial banks in the same States would be decreased from 8.94 
and 11.16 to 8.54 and 10.28, respectively, and the percentage ratios of the 18 groups to all commercial banks in 
the United States would be decreased from 4.17 and 5.83 to 3.99 and 5.37, respectively. 

? Omitting duplications due to groups operating in more than one State. 
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Bank holding companies under 8. 880 *—Banking offices and deposits, by States 
Dec. 31, 1954 


Number of banking offices Percent of | Percent of 
. — | Offices of | deposits of 
satan group | group 
Number paneete | banks to | banks to 
State of in thou- | Offices of | deposits of 
sands of | : posses 
groups | Banks |Branches| Total | dollars) | ®!! com- all com- 
P 7 . , mercial mercial 
banks in banks in 
same State | same State 
Alabama 1 1 1 1, 966 0. 37 0.13 
Arizona 1 1 17 18 148, 176 19. 35 21. 34 
Arkansas 1 2 2 4 13, 460 1. 58 1. 37 
California 2 5 53 58 782, 776 4. 62 4. 34 
District of Columbia 1 1 1 2 63, 800 3. 03 4. 78 
Florida 4 13 13 388, 667 5.73 | 13. 15 
Georgia 5 25 7 42" 787,100 9.31 35. 80 
Idaho 1 1 27 28 173, 038 27. 45 | 32. 50 
Tilinois 2 6 6 123, 135 . 66 | 81 
Indiana 1 2 2 51, 345 32 1. 28 
Iowa 2 q 1 10 177, 873 1.21 | 6. 57 
Kansas 3 4 4 6, 291 . 66 .3l 
Kentucky 1 2 12 14 176, 613 
Massachusetts 4 27 105 132 929, 858 
Minnesota 4 106 6 112 2, 081, 543 
Missouri 5 15 15 695, 433 
Montana 2 19 19 302, 471 
Nebraska 1 5 5 150, 032 
Nevada 1 2 17 19 216, 580 | 
New Hampshire 1 5 5 31, 965 
New York 4 19 141 160 1, 761, 439 
North Dakota 3 34 5 39 228, 758 
Ohio 2 23 17 40 571, 947 
Oklahoma 3 4 4 41,712 
Oregon 1 1 68 69 784, 731 
Pennsylvania 1 3 : 3 11, 020 | 
South Dakota 2 il 22 33 191, 797 
‘Tennessee 3 12 g 21 233, 829 
Texas... 6 a Vasinnoale 15 1, 407, 386 
Utah 1 1 18 | 19 186, 157 | 
Washington 4 9 75 84 749, 458 
Wisconsin 2 7 14 | 21 803, 77 
W yoming ( 1 1 eit 1 ‘ 


3, 434 


| 





Total, 32 States and 
District of Columbia 1246 1391 1627 |! 1,018 |'14, 277, 569 |__- “ 

All commercial banks in ] | | 

above 32 States and Dis- 

trict of Columbia ---| 11,220 4,390 | 15,610 (153, 505, 185 | 
Percent of total of banks in | 

46 groups to all commercial 

banks in same States and | 

District of Columbia , . ae a a 16.52 | 19, 30 
All commercial banks in the | 

United States 13, 839 6,108 | 19,947 184, 752, 563 
Percent of total of banks in 

46 groups to all commercial 

banks in the United States walk a eS —_— 15.10 17,73 


| 





1 These data include only the known cases, based on readily available information, in which companies 
own or control 25 percent or more of the shares of each of 20r more banks. Existing Federal law does not 
require the reporting of direct or indirect control of banks under a 25 percent measure of control by acompany 
as defined in 8. 880; consequently, exhaustive research and investigation would disclose an unknown number 
of additional cases. Moreover, cases which might be covered by clause (2) of the definition of ‘“‘bank holding 
company’’ contained in 8. 880 could not be ascertained until the prescribed determinations had been made, 
after notice and opportunity for hearings. 

The data include not only banks of which the bank holding companies own or control 25 percent or more of 
the outstanding stock, but also 13 banks with 45 branches (58 banking offices) and aggregate deposits of 
$3,013,830,000, which own or control 25 percent or more of the stock of, or are closely associated with, other 
banks included herein. If such offices and deposits were excluded from the figures, the percentage ratios 
of the 46 groups to all commercial banks in the same States and the District of Columbia would be decreased 
from 6.52 and 9.30 to 6.15 and 7.34, respectively, and the percentage ratios of the 46 groups to all commercial 
banks in the United States would be decreased from 5.10 and 7.73 to 4.81 and 6.10, respectively. 

Under the provisions of sec. 3 of H. R. 6227, no company owning or controlling 25 percent or more of the 
voting shares of 2 or more banks the aggregate deposits of all such banks not exceeding $15 million as of 
Dec. 31, 1954, would be classed as or held to be a bank holding company. Included in the above data are 
12 such groups with 28 banks and 6 branches (34 banking offices) and aggregate deposits of $79,316,000 and 3 of 
such groups were the only groups operating in the States of Alabama, Arkansas, and Pennsylvania. Ifthe 
offices and deposits of the 12 groups and the 3 States were excluded from the figures, the percentage ratios 
of the groups to all commercial banks in the same States and the District of Columbia would be increased 
from 6.52 and 9.30 to 7.11 and 10.23, respectively, and the percentage ratios of the groups to all commercial 
banks in the United States would be decreased from 5.10 and ‘'.73 to 4.93 and 7.69, respectively. 

2 Omitting duplications due to bank holding companies having banks in more than 1 State. 
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CONTROL OF BANK HOLDING COMPANIES 


Comparison of banking offices of 18 holding company affiliate groups at Dec. 31, 
1954, with same groups at Dec, 31, 1933° 


i Number of banking offices 
Banks Branches Total 
\ : < santas imap teo stil eee aati iidiasss dca nn te, tte iaia, “4 
Dee. 31, 1933 : ‘ _ ‘ 388 580 96S 
Dec. 31, 1954 x badehdichuiaind doth e bi¢ateon~5hhs 254 578 832 
4 Decrease for 21-year period_______- si ees 2 134 22 2 136 


The “holding company affiliates’ in these groups are subject to the limited regulation provided by 
3 existing law. These data include not only banks controlled by the holding company affiliates, but also 
5 banks having 16 branches at Dec. 31, 1933, and 7 banks having 30 branches at Dec. 31, 1954, which dominate 
ertain of the respective roe or are closely associated with them. 

? Bank of America National Trust and Savings Association, San Franciseo, with 344 branches at Dec. 31, 
1933, is included as a controlled bank at that date. It is not inciuded in the Transamerica Corp. group at 
Dec. 31, 1954. If Bank of America National Trust and Savings Association were excluded from the 1933 
figures, the changes in the 18 groups for the 21-year period would be as follows: Decrease in banks, 133; 
nerease in branches, 342; increase in total banking offices, 209. 


Comparison of 18 holding company affiliate groups at Dec. 31, 1954, with same 
groups at Dec. 31, 1946* 


Number of banking offices Deposits 


thousands 


Banks Branches Total of dollars 
' Dec. 31, 1946 " 299 854 1, 153 13, 125, 482 
j Dec. 31, 1954 _ - 254 578 832 10, 779, 855 
Decrease in 8-year period ___- . ‘ 245 2 276 2 321 2 2, 345, 627 


, 


The “holding company affiliates’ in these groups are subject to the limited regulation provided by 
existing law. These data include not only banks controlled by the holding company affiliates, but also 7 
banks having 25 branches and aggregate deposits of $674,431,000 at Dec. 31, 1946, and 7 banks having 30 
branches and aggregate deposits of $850,561,300 at Dec. 31, 1954, which dominate certain of the respective 
groups or are closely associated with them. 

2 Bank of America National Trust and Savings Association, San Francisco, with 492 branches and 
$5,382,571,000 of deposits at Dec. 31, 1946, is included as a controlled bank at that date. It is not included 
n the Transamerica Corp. group at Dec. 31, 1954. If Bank of America National Trust and Savings Associa- 
tion were excluded from the 1946 figures, the changes in the 18 groups for the 8-year period would be as follows 
Decrease in banks, 44; increase in branches, 216; increase in total banking offices, 172; and increase in deposits, 
$3,036,944 ,000. 


Senator Doveras. In the House hearings I think you also submitted 
material on holding-company affiliate bank groups classified by States. 

Mr. Roprrtrson. I have one for this committee, too. 

Senator Dovetas. This does not include branch banks ? 

Mr. Rogpertrson. No; it does not. 

Senator Doveras. On page 1 of your memorandum, paragraph 
No. 3 

Mr. Rozertson. Is this the short memorandum ? 

Senator Doverias. No. It is a long memorandum. In the second 
sentence it states, and I am quoting: 





In effect regulation is largely voluntary on the part of the holding company, 
since it may be able to exercise effective control over its banks without voting 
their stock. 

What do you mean by that sentence ? 

Mr. Ropertson. There is a company, Senator, which controls mem- 
ber banks and is a holding company affiliate under present law, but 

which does not having a voting permit. It apparently feels that it 
can adequately control its banks without voting the stock, and it is, 
therefore, not subject to control. 
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Senator Dovucias. How do they do it 

Mr. Roserrson. The stock is voted by friendly interests; not the 
stock which they own. You see, there is no requirement in the 
national-bank statute that the majority of the stock has to be voted 
at the annual election of directors. You can have a very few shares 
voted and it is still controlling, so long as the rest of the stock does not 
vote, 

Senator Doveias. How do you know they are controlling in these 
banks ? 

Mr. Roprertson. What? 

Senator Doveias. How do you know these interests are friendly / 

Mr. Rozerrson. If they were not, since the Hamilton Associates own 
a controlling number of shares in those institutions, if they were un- 
friendly, they soon would want to vote their stock. 

Senator Dovetas. They would want to do what ? 

Mr. Rosertrson. Want to vote the stock which they have and, there- 
fore, they would have to apply for a voting permit and come under 
control. 

Senator Dovetas. What unit is this? 

Mr. Roverrson. The Hamilton National Associates in Chattanooga. 
They operate banks in Tennessee and Georgia. 

Senator DoucGuas. Is this the remains of the old Luke Lake and 
Caldwell banking group? 

Mr. Roserrson. I really do not know. 

Senator Doveras. It is very interesting as to how they exercise 
control without stock ever being voted. Would you submit a memo- 
randum on this subject ? 

Mr. Rozerrson. I would be very glad to. 

Senator Doveras. How large a unit is this? 

Mr. Rosertson. I would rather include that, too, rather than guess 
at the figure, but I will give you a complete memorandum. 

(The information referred to follows :) 


CONTROL OF BANKs py BANK HOLDING COMPANIES WITHOUT VOTING BANK Stock 
OWNED spy THEM 


Under provisions of present law included in the Banking Act of 1933, a cor- 
poration or similar organization is a “holding company affiliate’ if— 

(1) it owns or controls a majority of the shares of stock of a member 
bank, or 

(2) it owns or controls more than 50 percent of the number of shares of 
stock voted at the preceding election of directors of a member bank, or 

(3) it controls in any manner the election of a majority of the directors 
of a member bank, or 

(4) trustees hold for the benefit of its shareholders or members all or 
substantially all of the stock of a member bank. 

If a company falls within this definition, the stock which it owns or controls 
in any member bank may not be voted unless it first obtains a “voting permit” 
from the Board of Governors of the Federal Reserve System. 

However, under these provisions of present law a “holding company affiliate” 
controlling one or more member banks may exercise effective control over such 
banks without actually voting the bank stocks owned by it; and, in such a case, 
the holding company is under no obligation and has no incentive to obtain a yot- 
ing permit from the Board. To this extent, regulation of bank holding companies 
under present law is on a voluntary basis. 

Control by a holding company of the banks in which it owns stock without 
voting that stock can be exercised through the voting of the minority stock of 
the controlled banks (the stock not owned by the holding company) by persons 
“friendly” to the holding company. In this connection it is important to note 
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hat there is no requirement in the national bank law that a majority of the 
oustanding stock be voted at annual meetings of shareholders for elections of 
irectors; and consequently, if only a relatively small number of the outstanding 
shares are voted, the owners of a very few shares can control the bank. Thus, 
in a case of the kind under consideration, where the majority of the stock is 
owned by the holding company and is not yoted by it, a few of the minority 
stockholders who are friendly to, or at least not opposed to, the holding company 
can in effect direct the affairs of the bank in accordance with the wishes of the 
holding company. In such a situation the very fact that the holding company 
does not vote its stock ordinarily indicates that the other shareholders, or most 
if them, are willing to elect directors and take other actions satisfactory to the 
holding company. 

A specific illustration of a “holding company affiliate’ which apparently is 
able to control the banks in its group without obtaining a voting permit and 
voting its stock in such banks is provided by Hamilton National Associates, 
Inc., of Chattanooga, Tenn. In that holding company group there are 10 banks 
n Tennessee with 7 branches and deposits of $201,553,000, and 4 banks in 
Georgia with deposits of $20,717,000, a total of 14 banks with 7 branches and 
deposits aggregating $222,270,000. The Hamilton National Bank of Chattanooga, 
Tenn., with 6 branches and deposits of $145,339,000, is included in these figures 
because of its close relationship with the group, although Hamilton National 
Associates is not a “holding company affiliate’ with respect to that national 
bank. Hamilton National Associates owns less than a majority of the stock 
of 3 other national banks in Tennessee and 3 national banks in Georgia, but 
owns more than 50 percent of the number of shares of stock voted at the last 
election of directors at each of these banks and is therefore a “holding com- 
pany affiliate’ with respect to such banks. In the case of each of the remaining 
7 banks (5 national banks and 1 nonmember State bank in Tennessee, and 1 
nonmember State bank in Georgia) associates owns a majority of the out- 
standing stock. 

In this case, therefore, although it is a holding company affiliate and owns a 
majority of the stock of a number of banks, Hamilton National Associates does 
not vote the stock which it owns and, consequently, does not have a voting 
permit from the Board of Governors and is not subject to supervisory control. 


Senator Dovetas. In these holding companies, do they always own 
the stock, or do they sometimes exercise a right of voting which has 
been transferred to them by the supposed owners of the stock? 

Mr. Rorerrson. No. They always own the stock. 

Senator Doveias. They own the stock? 

Mr. Rozertson. I do not know of a single situation where they do 
not own the stock. 

Senator Doveras. What is a so-called stock option ? 

Mr. Rosertson. A stock option, of course, would give them that, 
but the holding companies in these groups I know somtthing about, 
that is, the 18 groups, they own outright and not through any stock 
option. They do not own power to vote stock owned by somebody 
else, but they own the stock outright. There may be cases, but I do 
not know of any. 

Senator Doveias. Are there any cases of directors owning stock 
but turning over the voting rights? Not owning stock directly, but 
turning over the voting rights to a cor poration ¢ 

Mr. Roserrson. I do not know of a single instance. There may be 
some, but not among those over which we have control. That is, to 
the degree we have. So we would have information in those c ases, 
There 1s not an instance, I think, in which any corporation votes stock 
it does not actually own. 

Senator Doveras. I notice you favor 8. 2350 as compared to S. 880. 

Mr. Rosertrson. That is right. 

65330—55— 
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Senator Dovetas. Or the closely similar H. R. 6227 that passed the 
House. 

Mr. Rosertson. That is right. 

Senator Doveras. You have a much more restrictive quantitative 
definition of a holding company, preset ae it must own a majority 
of the voting shares of any bank, whereas S. 880 makes 25 percent the 
test. Cannot you control the bank with less than 50 percent of the 
stock ? 

Mr. Roserrson. I think it is possible, and as we state in our state- 
ment we do not mind if it goes down to 25 percent. 

Senator Dovenas. You see, this 25 percent was the sticking point 3 
years ago. 

Mr. Rorerrson. Yes. But what we really are concerned about is 
the one bank case, because if you have a holding company which owns 
really a majority of the stock of one great big bi ink and thus combines 
control of banking and nonbanking ‘business in the area, we think it 
is much worse. 

Senator Dove.as. If you extended it to 1 bank, and if the bill could 
reach 1 bank rather than 2 banks or more, you would be willing to 
have the quantitative measurement control reduced from 50 percent 
to 25 percent ? 

Mr. Rosertson. Yes. We would not object. 

Senator Dove.as. All right. That clears me up on that point. I 
notice in the House hearings on page 90 there is an added classifie: 
tion, “Bank-holding companies under 50 percent measure of control, 
classified by States.” I wonder if you could indicate what the situa 
tion would be if you took 25 percent as the test ? 

Mr. Rorertson. I would be glad to furnish that to you but I can 
tell you briefly what it is now. 

Senator Doveras. Yes. 

Mr. Roperrson. We know of 116 which would be covered under the 
50-percent definition. 

Senator Doveras. That is correct. 

Mr. Rorsertson. If you reduce the figure of 50 percent down to 25 
percent, we know it would include and add to that 47 additional cases, 
making 163 altogether. But we cannot say for certain how many more 
it would include. You see, there is no central source of information as 
to ownership of bank stocks by companies. 

Senator Dovetas. You have the total amount of deposits? 

Mr. Roperrson. Yes; wedo. I do not have that figure in mind now 
but I would be glad to give it to you. 

Senator Doveras. Would you also indicate the names of the banks 
in the various States? You give the number of cases but do not iden- 
tify them by bank-holding companies. For instance, in New York 
you give number of cases, 18, having 26 banks with 217 branches. I 
presume Marine Midland is perhaps the leading group there but I 
wondered if you could identify these State figures with the banking 
groups. 

Mr. Rosertson. We will give you the most complete information 
we can, Senator. 

Senator Doveras. That also is on the basis of 25 percent. 

Mr. Roperrson. Oh, yes. 

(The information referred to follows :) 
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Bank holding companies under 50 percent measure of control *—Banking offices 
and deposits, by States, Dec. 31, 1954 


| Number of banking offices Percent of | Percent of 

Ss ow Deposits offices to | deposits to 

State | Number (in thou- | those of all | those of all 

| of cases sands of jcommercial|\commercia 
| | Banks |Branches| Total dollars) banks in banks in 

| same State | same State 





wy ee 


Alabama.............. 
Alaska 

Ar eceuens 
ArikeiG0.....candveas-covedenes } 
California. | 
Connecticut._--- “es 
District of Columbia. --.--.--.- 
Florida bin 

Georgia. -- 

Idaho-_. 

iE. ccactenscnnsccts 
Indiana. ...---- 

lowa - 

Kentucky-.. 

faine a 
Massachusetts - - .. 
Minnesota... 

Missouri 

Montana 

NGL. « ateadhcwescce 
Nevada.....- ‘ 

New Hampshire - - 

New Jersey -.-- 

New York 

North Carolina--..- 

North Dakota......-.....:.-- | 
Ohio-_- 

Oklahoma.....---- 
Oregon... . Sp dailah-o alihsgu cepts 
Pennsylvania. -- 

Rhode Island 

Sots Ta ckicne<cshueee 
lennessee 

Texas. 

Utah 

Vermont. 

Washington 

West Virginia 

Wisconsin _. 

W yoming 
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“J or Gr bo ors 
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Tw co BB co 
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2 
1 
1 
3 | 
0) 
1 
3 
5 
6 
1 
8 
1 
3 
1 
2 
5 
6 
9 
2 | 
1 
1 
1 
4 
4 
2 
3 
7 
2 
1 
8 
3 
3 
5 
6 
2 
1 
4 
1 | 
2 | 
1 





Total, 38 States, Alaska, 
and the District of 
Columbia | 931, 

All commercial banks in | | 
above 38 States, Alaska, | 
and the District of Colum- 
bia = aie 
Percent of totals for banks in | 
116 cases to all commercial | 
banks in same States, Al- | 
aska, and District of Co- | 
lumbia.__.. ‘ ie 
All commercial banks in the | 
United States and Alaska_.|_...___._| 13, 858 6, 115 
Percent of totals for banks in 
116 eases to all commercial | 
banks in the United States | 
and Alaska iste oe 16.59 112.40 








These da tainclude only the known cases, based on readily available information, in which corporations, 
business trusts, associations, or similar organizations control 1 or more banks, member or nonmember, 
under a 50 percent measure of control; i, e., ownership or control of a majority of outstanding stock or more 
than 50 percent of the number of shares voted at the last election of bank directors, or contro] by trustees for 
the benefit of the holding company’s shareholders. Control of nonmember banks by corporations, etc., is 
not generally required to bereported pursuant to existing Federal law; consequently, exhaustive research of 
sources ofinformation other than required reports would disclose an unknown number of additional cases. 

The data include not only banks controlled by corporations, etc., but also 34 banks having 225 bramches 
(259 banking offices) and aggregate deposits of $10,032,604,000 which control, or are closely associated with, 
other banks included herein. If such offices and deposits were excluded from the figures, the percentage 
ratios of the 116 cases to all commercial banks in the same States, Alaska, and the Distric: of Columbia 
would be decreased from 7.85 and 13.96 to 6.31 and 7.85, respectively, and the percentage ratios of the 116 
cases to all commercial] banks in the United States and Alaska would be decreased from 6.59 and 12.40 to 5.30 
and 6,98, respectively. 

? Omitting duplications due to cases including banks in more than 1 State. 
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Bank holding companies under 25 percent measure of control’—Banking Offices 
and deposits, by States, Dec. 31, 1954 


Number of banking offices Percent of | Percent of 
4 se ee a Deposits offices to | deposits to 
State Number | (in thou- | those of all | those of all 
of cases sands of commercial commercig] 
| Banks |Branches, Total dollars) banks in banks in 


same State | same State 


Alabama 








2 3 3 6, 260 1.12 0. 40 
Alaska 1 1 |} 1 4, 092 3. 85 | 2.77 
Arizona 2 2 28 30 207, 688 32. 26 29. 92 
Arkansas 4 6 3 9 61, 728 3. 56 | 6. 27 
California 12 15 103 118 1, 567, 257 9. 39 | 8. 70 
Connecticut 2 4 4 51, 147 2. 07 2. 53 
District of Columbia 3 3 11 14 317, 284 21. 21 | 23. 75 
Florida 7) 17 1 18 508, 228 7. 93 17. 20 
Georgia 7 27 19 46 840, 173 10. 20 38. 2) 
Idaho 1 | 1 27 28 173, 038 27. 45 32. 50 
Illinois 9 | 13 7 13 400, 621 1. 43 2. 64 
Indiana 1 | 2 | 2 | 51, 345 32 1, 28 
Iowa 3 10 1 11 189, 749 1, 33 | 7.01 
Kansas 3 4 4 6, 291 66 31 
Kentucky 1 2 12 14 176, 613 3. 23 8. 98 
Maine 2 | 3 | 7 10 38, 743 6.71 | 7. 26 
Massachusetts 5 | 29 130 159 2, 310, 743 38. 97 48. 95 
Minnesota | 6 108 | 6 114 2, 191, 022 16. 64 63. OF 
Missouri 15 28 8 | 2, 208, 475 4. 67 41.74 
Montana 2 19 19 302, 471 17. 27 44. 02 
Nebraska 1 5 5 150, 03% 1.19 9. 68 
Nevada 1 | 2 17 19 216, 580 63. 33 77. 37 
New Hampshire 5 13 13 148, 620 16, 67 46. 09 
New Jersey 6 8 22 30 273, 002 5. 61 4.89 
New York 16 32 217 249 7, 2 16. 47 | 19. 55 
North Carolina 2 3 28 31 5. 89 | 6. 80 
North Dakota 3 34 5 39 228, 758 22. 03 | 36. 68 
Ohio 12 30 21 51 635, 485 5. 29 6. 82 
Oklahoma 3 4 4 1. 04 1.95 
Oregon 1 | l 68 69 37. 30 45. 11 
Pennsylvania 15 24 24 1. 92 1. 54 
Rhode Island 3 6 16 22 30. 56 15. 55 
South Carolina 1 1 i . 45 1. 82 
South Dakota 3 12 22 34 ce 15. 38 32. 58 
Tennessee. 5 15 22 37 379, 207 | 8. 83 14. 82 
Texas 12 22 22 1, 516, 660 2. 38 15. 77 
Utah 2 4 18 22 364, 361 25. 29 | 46. 22 
Vermont 1 2 2 3, 701 2. 56 1.27 
Virginia 2 2 | 2 10, 749 44 42 
Washington 5 1] 81 92 811, 249 31. 94 34. 72 
West Virginia. 5 | 5 5 12, 306 | 2. 73 1.16 
Wisconsin 2 7 14 21 803, 779 2. 98 | 21. 97 
W yoming 1 1 1 3, 434 1.89 | 1.03 
Total, 41 States, Alas- | | 
ka, and District of | | 
Columbia 2163 | | 541 1899 | 11,440 |'25, 930, 462 | 
All commercial banks in } | | 
above 41 States, Alaska, 
and District of Columbia. | 12, 661 5, 393 | 18,054 |169, 671, 561 | 
Percent of totals for banks in | 
163 cases to all commercial | 
banks in same _ States, | 
Alaska, and District of } 
Columbia 7 hod ‘ . ‘ 17.98 115. 28 
All commercial banks in the | 
United States and Alaska s 13, 858 6,115 | 19,973 |184, 900,178 |..........._}...-- 
Percent of totals for banks in | 
163 cases to all commercial 
banks in the United States | i 
and Alaska__. i sian eatin Etc mee tat 17, 21 114.02 


1 These data include only the known cases, based on readily available information, in which corpora- 
tions, business trusts, associations, or similar organizations own or control 25 percent or more of the stock 
of 1 or more banks, member or nonmember. Control of banks, either member or nonmember, by corpora- 
tions, etc., under a measure of control of less than 50 percent is not required to be reported pursuant to 
existing Federal law; consequently, exhaustive research and investigation would disclose an unknown but 
probably large number of additional cases. 

The data include not only banks controlled by corporations, etc., but also 50 banks having 234 branches 
(284 banking offices) and aggregate deposits of $11,594,954,000 which control, or are closely associated with, 
other banks included herein. If such offices and deposits were excluded from the figures, the percentage 
ratios of the 163 cases to all commercial banks in the same States, Alaska, and the District of Columbia would 
be decreased from 7.98 and 15.28 to 6.40 and 8.45, respectively, and the percentage ratios of the 163 cases to 
all commercial banks in the United States and Alaska would be decreased from 7.21 and 14.02 to 5.79 and 7.75, 
respectively. 

2 Omitting duplications due to cases including banks in more than 1 State. 
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Senator Dovetas. I do not like to go into details too much on your 
testimony, but I notice you shy away from exercising discretionary 
authority and, therefore, do not like S. 880 on the ground that the 
Board of Governors determining that holding companies exercised 
control over two or more banks in addition would require the use of 
diseretionary authority. Therefore, you prefer S. 2350. 5S. 2350 also 
provides that a holding company is one—and this appears in section 
2 on page 1— 


which at any time after such date shall have directly or indirectly owned 
or controlled at the time of the election of directors of any bank more than 50 
percent of the shares which were voted at such election, or (3) which control 
r shall have controlled in any manner at any time after such date the election 
of a mapority of the directors of any bank. 


What I would like to ask is whether subsection (3) of S. 2350 —_ 


not require discretionary findings by the Federal Reserve Board 
well as S. 880 ¢ 

Mr. Ropserrson. 1 would doubt it, sir, because as I understand 
S. 2350 it would be a criminal statute, and if there were a violation 
of this provision the Attorney General would have to have that 
particular case determined through the courts, rather than by the 
administrative agency. We would not have to make the determina- 
tion, but it would be up to the company itself to make the original 
determination, and if it violated the law it would be up to the Attorne y 
General to determine whether or not the facts were such as to warrant 
prosecution. 

If he instituted suit it would be up to the court to determine what 
the facts were and whether or not there was actual control. 

May I say also, Senator, with respect to the discretionary matter, 
that we are not at all certain H. R. 6227 and S. 880 define what con- 
stitutes an organized group of persons. The definition is such we 
could bring in almost any group of individuals. You might even, to 
be ridiculous, carry it down to the stockholders of an institution, and 
say they were an organized group of individuals. I cannot believe 
anyone would carry it to that extreme, but you cannot tell under 
that provision what sort of power you actually have. You get into 
the chain-banking field and under H. R. 6227 you exempt the biggest 
chain. 

Senator Dovucias. How would you control the group in Chatta- 
nooga, which you say does not vote any stock but controls a series 
of banks? 

Mr. Roserrson. It would be controlled under paragraph 1 of this 
statute, 

Senator Dovetas. How could you prove they control stock which 
they never vote? 

Mr. Rogerrson. They would directly own stock—own or control. 
You have “own” in the statute, and that company would be brought 
within the “own” category. 

Senator Doveias. They own the majority but they never vote. 

Mr. Rosertson. That is right, sir. 

Senator Doveras. Do you find a tendency of these holding com- 
panies to engage in other business than banking at the same time? 

Mr. Ronertson. Some of them do and some of them do not... Of the 
18 you will find both extremes. You will find one holding company, 
for example, that has no nonbanking business. 


» 
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Senator Doveias. What is that? 

Mr. Roserrson. There are 5 of the 18 bank holding companies now 
under regulation that have no nonbanking interests: Atlantic Trust 
Co., of Jacksonville, BancOhio Corp., Barrett National Securities 
Corp., Baystate Corp., and New Hampshire Bankshares, Inc. On 
the other hand, you will find another, the Transamerica Corp., which 
does have extensive holdings. 

Senator Dougias. What does Transamerica own ? 

Mr. Rosertson. I have a list, Senator. I could furnish that. 

Senator Doveias. Yes, I will be glad to have you do that. But it 
helps if at the time of direct testimony you mention 1 or 2 details, 
so that it is not merely left to the printed record alone, but comes out 
on the floor of the Senate when the bill is reported. 

(The information referred to follows :) 


Nonbanking organizations in 18 holding company affiliate groups, Dec. 31, 1954* 


Number | Number of | Total assets 
Type of business of nonbanking |(in thousand 
groups (organizations| of dollars) 


Safe deposit 


| 
“ 1} i 474 

Bank buildings s | 6 | 9 | 12, 519 
Liquidation of assets 4) 5 1, 932 
In liquidation | 2 | 3 | 263 
Inactive | 4 6 A 
Service organizations of groups 2 2 1,415 
Trustees under deeds of trust l 3 628 
Insurance agencies 7 13 1, 874 
Owning and operating real estate _. - 5 ~ 997 
Real estate and oil development 1 ] 19, 431 
Real estate sales and insurance l l 349 
Real estate sales and liquidations _ - 1 |} l 41 
Liquidation of assets and insurance agency I l 209 
Financing and servicing real estate 2 | 2 36, 469 
Building and loan association. ‘ l 2 1,816 
Automobile financing | l l 3, 3890 
Installment financing ! 1 1, 573 
Installment service agency 2 2 110 
Abstract and title insurance _ . l 2 1, 966 
Investment of own funds 3 5 6, 565 
Insurance underwriting (life, fire, casualty, or automobile) 3 9 559, 308 
Catching, processing, and selling fish and fish products - 1 l 11,354 
Metals manufacturing (and subsidiary sales company) 1 2 23, 731 
Bottling (carbonated beverage) - -- baat ‘ l l 34 
Total bd Sebks wade . 5: f 213 82 687, 406 


! The holding company affiliates in these groups are subject to the limited regulation provided by existing 
law. 
2? Omitting duplications. 
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Transamerica Corp., San Francisco, Calif—Domestic nonbanking subsidiaries, 
Dec. 31, 1954* 


Total assets 
(in thousands 
of dollars 


’ , N er 
Type of business and name of company umber of 
; companies 


unk building: First Bank Building Corp., Phoenix, Ariz l 1, 967 
juidation of assets: The First Securities Co., Portland, Oreg 1 344 
nactive: Timeplan Inc., San Francisco, Calif — , l (?) 
rustee under deeds of trust: 
First Holding Corp., Pasadena, Calif I 312 
Corporation of America, San Francisco, Calif 1 306 
The San Francisco Corp., San Francisco, Calif. ___- ie I 10 
3 628 
Insurance brokerage: 
Coast Service Co., San Francisco, Calif rotetietiis tenant : l 172 
Inter-America Corp., San Francisco, Calif ; ‘ ; l 1,009 
National Insurance Agency, Phoenix, Ariz__-_- ‘ l 91 
3 1, 272 
Owning real estate: 
Calnewmex Lands Co., San Francisco, Calif_. ee : i 1 4 
Santa Barbara-Crenshaw Parking Co., Los Ange les Calif._______- 1 157 
2 161 
Real estate and oil development: Capital Co., San Francisco, Calif l 19, 431 
Real estate finance: Allied Building Credits, Inc., Los Angeles, Calif I 35, 943 


Insurance underwriting (life, fire, casualty, or automobile): 
Occidental Life Insurance Co. of California, Los Angeles, Calif_-___- 1 
Pacific National Fire Insurance Co., San Francisco, Calif 1 
Automotive Insurance Co., San Francisco, Calif a l 
Manufacturers Casualty Insurance Co Meow yg 9} Pe: 1 29, 887 
Mt anufacturers Fire Insurance Co., P hilade Iphia, Pa- ] 
Paramount Fire Insurance Co., San Francisco, Calif 1 
Premier Insurance Co., San Fr: anciseo, Calif 1 


7 558, 870 


Catching, processing, and selling fish and fish products: Columbia River e 
Packers Association, Ine., Astoria, Oreg ke l 11, 354 
Metals manufacturing: Geners al Metals C orp., San Franciseo, Calif. (and 


subsidiary sales company, Enterprise Engine & Machinery Co.)-_....--.-- 2 23, 731 
Total 5 hed PP CRA EL ase Sa EE EY EP ete a Ee y 23 653, 70% 


1 At Dee. 31, 1954, Transamerica Corp. owned the controlling interest in Banca d’America e d’Itatea 
Milan, Italy, and that bank owned control of 3 nonbanking organizations engaged in holding bank premises, 
[he assets of such nonbanking organizations expressed in dollars amounted to approximately $4,013,000 
(based on the official rate of exchange of approximately 625 lire for $1; however, Italian lire were not freely 
exchangeable for United States dollars). 

? Nominal, 


Mr. Rosertrson. I cannot tell you at this time the exact amounts, 
but 1 have in front of me a list of nonbanking businesses which are 
contained among the 18 groups. 

Senator Dovetas. Will you mention them ? 

Mr. Ronertson. Yes. I will be glad to. Bank building, liquidation 
of assets 

Senator Dove.as. Could you go a little slower ? 

Mr. Rosertson. Going down the list, there are bank buildings, that 
is, holding companies which own bank buildings; liquidation of 
assets; service organizations. 

Serator Doveras. Bank buildings, I am told, are exempt under 
the House bill. 

Mr. Rosertrson. Under the House bill, it goes farther than I would 
want to go, because it exempts any corporation any part of whose 
buildings are used even in part by a bank subsidiary. So that you 
could have a branch office in the Empire State Building and the cor- 
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poration which controls the Empire State Building would be exempt 
under that statute. It is going too far, in my opinion. 

Real-estate sales and insurance; real-estate and oil development : 
owning and operating real estate; insurance companies; automobil 
financing; installment financing; abstract and title insurance: 
investments. 

Senator Dovetas. When you say automobile financing, is that not 
part of the banking business ? 

Rosertson. It may very well be, but the kind of automobile 
financing which you provide with bank funds is a different sort of 
business than financing automobiles with funds which are not owned 
by the people of this country, but are your own funds. You can take 
risks there which you would not take in the banking business. 

Senator Dovenas. The holding company would be itself an auto 
mobile paperhouse ? 

Mr. Roserrson. No. The holding company would own a corpora 
tion which was engaged in financing that sort of business. Then here 
is one dealing in fish and fish products ; metals manufacturing ; bot- 
tling of carbonated beverages. That list, Senator, would be expi inded 
tremendously if you included all of the nonbanking business in the 

cases which we would be including in the 116 under the 50-percent 
definition or the 163 under the 25-percent definition. This would be 
insignificant in comparison to that. 

Senator Dovcias. Have your investigations led you to believe that 
the banks controlled by the bank holding companies make loans to 
industrial enterprises which the bank holding companies own? 

Mr. Rozsertson. I would say that the possible indirect benefits to 
the nonbanking businesses are the real crux of the matter, not the 
direct. I would say that, insofar as the 18 companies which are 
regulated at the moment are concerned, I cannot think of a single 
violation of section 23 (a) of the Federal Reserve Act which regulates 
the amount of loans which a bank can make to the holding company 
and its subsidiaries. They are limited and restricted, and all must 
be amply secured. 

There have been no violations of that. I have not seen any instance 
where that would be done. But the potential is that the funds of the 
bank can be used to benefit indirectly the lumber company, for 
example. 

Senator Dove as. How? 

Mr. Roserrson. If, for example, the word goes out, “if you deal 
with this lumber company you deal with this bank” people who deal 
with the owned businesses can be obliged to deal with the banks them- 
selves. 

Senator Doveas. Or vice versa ? 

Mr. Roserrson. Or vice versa. 

Senator Doverias. Which is more important? The “vice” or the 
“versa” ? 

Mr. Roserrson. If you get credit from this bank, you get your 
lumber from this company. It would be very difficult to prove that 
sort of thing, as you can imagine, It would not be made the subject 
of contract. It would be made a matter of an understanding, and with 
the violation of it you would not get credit the next time you went 
around. Youcan find many people who will deny that. 

On one side it is in my opinion a real potential possibility. 
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Senator DovGuas. Is it merely a potential danger or do you think it 
is an actual practice / 

Mr. Roserrson. | hesitate to make statements I cannot prove. 
Therefore, I could not state an instance which I would be willing to 
vouch for. 

Senator Dovcias. Do you thmk Congress should legislate on 
suspicion ¢ 

Mr. Rosertson. I think Congress should take into consideration the 
potentialities involved and the fact that you have to have an entirely 
different sort of attitude in dealing with depositors’ funds and in deal- 
ing with other funds than your own. The fact that Congress has 
required banks to stay out of nonbanking business but to stay solely 
in the banking business, I think, should carry over into the holding 
company field. If there is no real danger at the moment, you are not 
hurting anybody by such legislation. 

Senator Dovueuias. Of course, in the report of the House committee, 
on page 4, it is mentioned where a Texas finance company got control 
ot two banks in Chicago, on the northwest side of Chicago, and tried 
to load these banks down with questionable paper. 

Mr. Ropsertson. In that case, if 1 may say so, Senator, it was han- 
dled as any case would be under this law or any other law you can 
imagine. As soon as the holding company acts, the supervisory au- 
thorities step in. It is their job to see that the soundness of the bank 
is preserved, and they did; and in these cases no one suffered a loss as 
a result. A lot can be made out of that sort of situation which gives 
a tinge which is not accurate. 

Senator Dove.as. It seems to me at that point you are arguing with 
yourself. 

Mr. Rogertrson. No; I do not think so. I am trying to put up all of 
the safeguards I can so that you are in a position to move when the 
time comes. But you do not take it for granted that this legislation 
or any other can absolutely prohibit someone trying to take adv antage 
of a situation. 

Senator Doverias. Does that indicate the need for further legisla- 
tion, or that the dangers can be handled with existing legislation ? 

Mr. Rosertson. No; it does not in my opinion, but all I am trying 
to say is, legislation like this will not be 100 percent perfect in prevent- 
ing the kind of a situation you had in the Chicago area. What hap- 
pened there was this: It has been a long time since I looked at the 
case, but I was in it at the time it happened. The holding company 
did purchase those banks, and under this it would be precluded. You 
would know the kind of corporation it was before you permitted it to 
go in and buy. Once it purchased the banks it did endeavor to do 
what I eall dumping and what they call selling paper to those insti- 
tutions. As soon as it became apparent the bank was buying too much 
of it, might unseen, the supervisory authorities stepped in. 

Mr. Martin. I would like to say, Senator, if I may, that as a matter 
of conviction, I believe the potential abuse in this field is in the com- 
bination of banking and nonbanking interests. You could not prove 
the extent to which there will be a danger. I am not trying to take 
the holding company device and say it is no good, but I can see quite 
a good deal of use for a bank holding company as to banks, but when 
you start mixing it and putting it into the area of possibly empire 
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building, then I think you mix two functions that can lead to a great 
deal of trouble. 

Senator Dove.as. The possibility of abuse depends almost in a 
direct ratio to the degree of control the holding company has over bank 
facilities. If there are adequate alternative sources of credit you 
cannot coerce people into using it, but if there are not alternative 


sources of credit then you can use your control of credit to get control 
over manufacturing, too. 


Mr. Martin. That is right. 

Senator Doueias. So that you do go back to the other field of the 
bank holding companies, namely, that they may get too large a share 
of control of credit within many localities. 

Mr. Rosertrson. That is true. It is also true with respect to branch 
banking. You can have a much larger branch organization than a 
holding company organization, but that bank could not have non- 
bi inking business. The holding company as of today could. 

Senator Doveras. What would you say the major difference is 
between S. 2350, which I take it is the bill you favor, and H. R. 6227? 
First, what is the definition of a bank holding company? What 
administrative provisions would you add? 

Mr. Rozerrson. Could I just run through that? 

Senator Dove.as. Yes. 

Mr. Rosertrson. The chief differences are these: First, the defini- 
tion. That has always been a stumbling block. Then the two-bank 
situation. 

Senator Doveras. It looks like you could approach a definition if 
you could come down to 25 percent. 

Mr. Ropertson. Yes. We are willing to come down to 25 percent, 
but we would not think it wise to go to a two-bank case. 

Secondly, we think it is unwise to diffuse the authority by giving 
to the Comptroller of the Currency and the State bank supervisors 
the power to make decisions in the holding company field. We think 
their recommendations should be taken into consideration, but I 
doubt seriously-—— 

Senator Dovenas. Mr. Robertson, may I interject there that my 
memory plays me bad tricks at times, but I think you appeared on the 
previous bank holding company hearing when you were Assistant 
Comptroller of the Currency. Is that not true? 

Mr. Rosertson. I did appear. 

Senator Doveras. Did you object at that time to the Comptroller 
of the Currency being given a share in the control of bank holding 
companies? If my memory is correct, you said that it was the right 
of the Comptroller of the Currency to participate in it. 

Mr. Rosertrson. And I still would want the Comptroller of the 
Currency to participate. I would want him to be obliged to give his 
recommendations to the Federal Reserve Board. 

Senator Douc.as. To give advice? 

Mr. Ropertson. Yes. 

Senator Doves. But not have the powers of policymaking ? 

Mr. Roserrson. That is right. 

Senator Doveras. I think you testified then that the Comptroller 
of the C urrency should have os olicymaking powers. 

Mr. Rogerrson. Perhaps I have giown in the meantime. 

Senator Dovetas. You have changed your hat? 

Mr. Roszerrson. It could be. At that time there were 3 agen- 
cies involved; not 48 plus 3, or 51. 
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Senator Doveras. Am I justified in drawing a conclusion that the 
change in office becomes a change in viewpoint? Wherever one is, 
one desires control for the agency with which one is affiliated or domi- 
nates ‘ 

Mr. Rosertson. I think you are not right on that, Senator, because 
in the first place, we would be delighted if this whole business were 
viven to the Comptroller of the Currency or the Federal Deposit In- 
surance Corporation. It is not a delightful task to have. We think, 
however, that whatever agency has it, whether it be the Comptroller 
of the Currency, or the Federal Deposit Insurance Corporation, or 
the Federal Reserve, it should have the power to bring about a uniform 
application throughout the United States to the extent that that is 
permissible under the State laws. 

Senator Dovetas. Would you say 

Mr. Ropertson. May I add this, because I think it is important: Lf 
you were to follow the principle of H. R. 6227, the Congress would be 
delegating to the superintendent of banks of a State the power to 
make a decision in the holding-company field when even the State 
legislature of that State has not given that power. 

Senator Doveras. Are these the only major differences ? 

Mr. Ropsertson. No. 

Senator Frear. May I ask while we are on that subject, in the chair- 
man’s statement at page 5, the third reason he gives is— 





The bill would prevent the approval of the acquisition of stock of a State or 
national bank unless the transaction is first approved by the appropriate State 
banking authority. 

That is sort of a lefthanded statement, in the opinion of the acting 
chairman, because on page 7 of the proposed bill, H. R. 6227, under 
subsection (b) and then at the top of page 8, it says: 

If the authority so notified by the board files its written disapproval of the 
application within said 30 days the application shall not be granted. 

In other words, it is a veto power. 

Actually, what you say here is of course it will, but it could be a bit 
misleading because the disapproval is so stated in the bill that they 
do not disapprove within 60 days or 30 days. 

Mr, Rozertson. I think that istrue. It isan action of disapproving 
from which you imply approval if they do not, or the other way 
around. But it is not important. The important thing is that the 
State superintendent for the first time, I believe, is given the power, 
if that bill were to be enacted by Congress and become the law—the 
State superintendent would be given the power to make a decision for 
the Federal Government, even though the State has not delegated to 
that individual the power to make those decisions. 

Senator Frear. In some States is it true or is it not that the banking 
commissioner has a quasi-judicial authority? In other words, he does 
have some powers that are not prescribed by law, but that he can exer- 
cise within certain jurisdictions? In other words, his decisions have 
the effect of statute. 

Mr. Rosertson. I think that is so. 

Senator Frear. But they do generally confer upon them— 

Mr. Rosertson. I would not have my statement apply to every 
State in the country. 

Senator Frear. But generally. 
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Mr. Rosertrson. What I am trying to do is say there ought to 
be to the extent possible uniformity of application. The agency, 
whatever it happens to be, should have the advantage of the recom 
mendations, for example, of the Comptroller of the Currency, and 
recommendations of the State supervisory authorities, and it should 
be the one to determine on a national scope what the policy was to 
be followed. 

May I pass to another difference between these two that I think 
is important? H. R. 6227 would limit the expansion of bank hold- 
ing companies to the State in which—and I must say I do not know 
what this means—in which the holding company or its subsidiary is 
located or has its principal office. I do not know whether that means 
every place where a subsidiary is, or whether it is just a State in 
which the holding company is located. But if it is adopted, that 
should be clarified because an administering agency would have a 
great deal of difficulty in trying to determine w hether C ongress meant 
just the State in which it is located or the State in which any sub 
sidiary is located. If so, I doubt seriously you would get what you 
are looking for. 

Another big difference between the two, it seems to me, is that H. R. 
6227 contains a judicial review section which in my humble opinion 
would create a field day for lawyers, because everyone on earth— 
every affected person—has the right to test the actions of the admin- 
istering agency and the court is obliged to try it de novo, starting 
from the bottom. The Congress enacted an Administrative Proce- 
dure Act designed to provide judicial review for administrative acts, 
and I should think the Congress would adhere to that. I do not 


think that judicial review of the kind here peraneiied is essential. I 


think it does give too many people the right to come in and to test 
actions. I think it would create a terrific burden on the administering 
agency in defending lawsuits throughout the country. 

Senator Doveras. Would you suggest it would abolish the right 
of judicial review ? 

Mr. Roserrson. Not at all. I would leave it as it is in the Admin- 
istrative Procedure Act. 

Senator Doveras. Would you say that the judicial review would 
be similar to that which the courts exercise over decisions of the 
National Labor Relations Board ? 

Mr. Rogertrson. I am not familiar with the National Labor Rela- 
tions Board. 

Senator Dovetas. They are findings of fact of the Board tentatively 
accepted by the courts. 

Mr. Roserrson. Yes. It is not a trial de novo. 

Senator Doveas. So that you do not have to start all over again. 

Mr. Rosertson. That is right. It ought to be limited to “that 
extent at least, but in my opinion, if you have the Administrative 
Procedure Act, which does set down the basis for judicial rev iew, 
you do not have to put it in every statute you enact unless there is 
some purpose other than judicial review. Is it for the purpose of 
enabling everyone and his brother to come in and test an action? 

If so, I think Congress should know it and if it desires to do it, 
that is fine. 

Senator Doveras. If that is the purpose, I am opposed to it. I 
think you have a good point. I am sure it is not the purpose. 
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Mr. Rosertson. I feel sure it is not, but I do not know. 

Senator Doveras. Normally you follow the procedure of adminis- 
trative law in a quasi-judicis al body of determining the facts and the 
courts review the facts in terms of law. 

Mr. Rosertson. That is exactly right. They should. 

Senator Douveias. Mr. Chairman, T have taken up much more time 
than I should and I apologize to you for that. 

Senator Frear. That was perfectly all right. May I ask the Chair- 
man, under the exemptions from definition S. 880 particularly ex- 
empts mutual savings banks. What is your considered opimion on 
that? Although in the definition of S. 2350 it may do the same thing, 
in the opinion ‘of some, still it does not specifically state the exemption 
of mutual savings banks. 

Would you think they should be exempted by statute, or do you 
think they should be ¢ ‘overed as in S. 2350? 

Mr. Roperrson. Mr. Chairman, that leads into another difference 
between these two bills I would like to point out. We think the 
definition should have no exceptions in it whatsoever. If you fall 
within the definition you are a holding company; and if you are going 
to expand out bankwise you ought to have to get authority. That is 
not true under H. R. 6227 because there are exemptions. We think 
even if it is a charitable or religious institution that has a number of 
banks, even it should be required to get authority before it can ex- 
pand bankwise. On the other hand, there should be exemptions in the 
divestment of nonbanking businesses for that kind of institution. 

If mutual savings banks happen to be one of them and Congress 
feels they should, that is the place to put it. They might be exempted 
from the requirement to divest themselves of nonbanking businesses, 
but not insofar as expanding out and getting control of more banks 
is concerned. 

We feel there is no difference—although it is not a major problem— 
between a national bank, for example, and a mutual savings institu- 

tion, so far as the power to be in the holding company business is 
conce ead: Therefore we would think that as a matter of principle 
there ought to be no deviations; if the Congress thinks mutual savings 
hanks should be exempted no harm will come from that either. The 
same is true with respect to—— 

Senator Frear. But your opinion is that they should not? 

Mr. Rogserrson. They should not, 

Senator Frrar. They should cover the same definition as any other ? 

Mr. Ropserrson. That is exactly so. That happens to be our view 
also with respect to State banks. H. R. 6227 would exempt the State 

banks insofar as they are authorized to hold shares of stock in non- 
banking businesses. There are a few States that do that. I think 
there is no justification for any flat exemption of any me The 
definition should be applied straight across the board and 
not make fish out of one and fowl out of another. 

Senator Frear, But if a State government desires to charter an in- 
stitution, nonbanking or b: anking, and desires to pare hase controlling 
interests of stock in that corporation, you would feel as though it had 
a right to do that? 

Mr. Roserrson. I would think the State should be able tohave a 
State-owned corporation engaged in both banking and nonbanking 
businesses, but I do not think even the States should be authorized to 


you do 
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charter private corporations with that power since it would have the 
effect of defeating the purpose of the legislation. 

Senator Frear. We may differ in our views, but I am glad to have 
yours, however. 

Mr. Roserrson. Certainly. 

Senator Frear. Now, right along that line, Governor, how about 
labor unions in the bank holding field. 

Mr. Rosertson. I must say I wouldn’t know whether a labor union 
was covered or not covered by H. R. 6227. I would know with respect 
to S. 2350. I don’t think there is any question but that a labor union 
is covered by S. 2350. 

Senator Frear. But you doubt, or you have a question in your 
mind, as to whether they are covered in either of the other two bills. 

Mr. Rosertson. That is right. 

Senator Frear. I assume, then, from your testimony on S. 2350 that 
you would highly favor their being included. 

Mr. Roperrson. As I say, I think it ought to be straight across 
the board. Now, if Congress wants to make an exemption, that is 
Congress’ responsibility and power. 

Senator Frear. Any further questions? Senator Lehman isa mem- 
ber of the full committee, although not a member of this subcommittee, 
but he is here and expressing an interest. Do you have any questions? 

Senator Lenman. I would like to ask a couple of questions merely 
for my own education, although I am not a member of this subcom- 
mittee. Governor, I think you testified that the Bank of America 
is not a holding company but a branch banking company. 

Mr. Roszerrson. I did. 

Senator Leuman. I am not familiar with the mechanics by which 
they acquired these banks. I assume that in the first instance they 
bought the stock of the various banks that later were merged into the 
Bank of America. 

Mr. Roserrson. No. At that time, you see, you had Transamerica 
and you had the Bank of America. Transamerica would acquire the 
stock, and then that bank which was owned by Transamerica would be 
merged with the Bank of America and a branch would be established. 
So that the Bank of America itself does not own any stocks of any cor- 
porations, it is engaged exclusively in the banking business, and all 
the branches have been granted to it by supervisory authorities. 

Senator Lenman. Well, when these banks were bought by Trans- 
america, how were they converted into branches? Did they give up 
their charters? 

Mr. Rosertson. They gave up their charters. They are not today 
conducted as independent banks. They are branches of the Bank 
of America. 

Senator Lenman. Just one other question, also related to the me- 
chanics. On page 3 you define a bank holding company as a com- 
pany which controls possibly as little as 25 percent of the stock of any 
one bank. Supposing it controls only 26 percent. That would leave 
74 percent of the stock of that particular bank outstanding. Sup- 
posing the majority of the stockholders of the bank then wish to with- 
draw from the bank holding company. What mechanics would they 
use to do so? 

Mr. Rozertson. The only way they could do it—I jump at a con- 
clusion I shouldn’t—the only way I can see for them to do it would 
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be to liquidate the institution, start up a new bank, transfer the assets 
over to it, and eliminate the shares of stock which are owned by the 
holding company, because the holding company with 26 percent own- 
ership would be just as much an owner of that bank as would the 
owners of the other 74 percent. 

Senator Leuman. Not if the other 74 percent voted to put in new 
management and take the management away from the holding 
company. 

Mr. Ropertson. Yes. But I thought you meant how would they 
eliminate the ownership. It is is merely a control, that is simple. 

Senator Leaman. Has the control of a bank that was part of a 
bank hold eompany changed frequently, so that it is taken out from 
under the holding company and become independent ? 

Mr. Roserrson. I think not, sir. I think, by and large, in almost 
every holding company in this country, bank holding company, control 
is exercised through a majority of the stock. A company ordinarily 
will not take the chance, as you know, in this banking field, of having 
its control jeopardized by the other shareholders getting together. So 
that they will, almost universally, obtain not, 50 percent but more 
than 50 percent. 

Senator Lenman. Yes; but supposing they only had 25 percent. 
That is the definition you use here. What right is given to the remain- 
ing 75 percent to assert their preferences after the bank is part of the 
holding company. In other words, are proxies sent out, are there 
meetings, annual meetings of the Snare of these banks, of which 


only 25 percent is held by the holding company ; and if so, what rights 
are given to the remaining stockholders, the majority stockholders, 


in the instance that I have cited, to assert themselves ? 

Mr. Ropertson. I would say, Senator, that the other shareholders 
have absolute right to assert themselves, and that the holding com- 
pany with only a 26-percent control could not possibly maintaim con- 
trol in this institution if the other shareholders wanted to assert them- 
selves. 

Senator Leuman. Do you know whether proxies are sent out to all 
the stockholders of the remaining 75 percent ? 

Mr. Rogsertson. I cannot state exactly on that, Senator, but I would 
say that in every bank that I know about in this country proxies are 
sent out. Now, those proxies are sent out not in any prescribed form, 
and there can be deviations. This whole subject is not supervised to 
the extent that maybe some people think. But proxies are sent out, 
and the shareholder does have a right to vote that stock at meetings 
of the shareholders. 

Senator Leaman. I wonder whether it would be possible to furnish 
this committee with various forms of proxies that are sent out. 

Mr. Ropertson. No; it would not, Senator, because we do not have 
them, and no other supervisory agency that I know of has them. 

Senator LeHMman. Would it be possible to get that, do you think, 
from the Comptroller of the Currency ? 

Mr. Rosertson. I am sure the Comptroller of the Currency does 
not have those. You could ask him. 

Senator Lenman. Who would have them? 

Mr. Roserrson. In my opinion, no supervisory authority has them. 
The SEC does not. 


Senator Lenman. In other words, nobody supervises that. 
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Mr. Roserrson. I think not. I can be very wrong, but that is my 
own impression, sir. 

Senator Lenman. That is my impression, too. Thank you very 
much, Mr. Chairman. 

Senator Frear. Senator Douglas. 

Senator Doveias. As you know, 8S. 880 and the House bill, H. R. 
6227, are somewhat similar. The House added an amendment to sec- 
tion 3, paragraph 4, page 4, on exemptions and exempted trustees 
appointed under or pursuant to an individual’s will and trustees of 
un irrevocable trust agreement, the corpus of which is donated by one 
donor and consists only of such donor’s property. In other words, 
trusteeships are exempt. What do you think of that exemption ’ 

Mr. Roserrson. I think that is a wholly unnecessary exemption, 
because I think they are not covered under any bill that is now pend- 
ing before this committee. The moment you include personal trusts 
in holding-company banking, you are really dealing with chain bank- 
ing, not holding-company banking. And whereas H. R. 6227 does 
enter into the chain-banking field by permitting the authority to bring 
in an organized group of persons, it exempts by the provisions which 
you have just referred to the largest chain-banking group in the 
United States, the Florida National group. 

Senator DoveLas. You mean exempts it. 

Mr. Roserrson. Exempts it completely. But it would be exempted 
anyway. 

Senator Doveias. The so-called duPont group. 

Mr. Rosertrson. Yes, the duPont estate. Now, if you try to go into 
that field, Senator, I do not contend that these people should not be 
restricted, but to restrict them would be to deal with innumerable 
trust estates throughout the country, concerning which I cannot form 

judgment. 

Senator Doueras. Well, I am a little confused. I thought this 
amendment exempted them. 

Mr. Ronerrson. It does exempt them, but I say they were exe mpted 
anyway, because they do not fall within any of the definitions. This 
is merely an attempt to be absolutely certain that they are not within 
them. 

Senator Frear. That they are exempt? 

Mr. Rorertrson. That they are exempt. 

Senator Dovetas. Why should they be exempted ¢ 

Mr. Rosertson. My only thought in exempting them is that you 
are not dealing with chain-banking organizations in these bills. That 
is the one illustration of chain banking in this country which perhaps 
should be limited. But to deal with that means that you deal with 
innumerable situations where the estate of an individual controls 
banks and nonbanking businesses. The extent of it is unknown—we- 
don’t know. It is limited in amount. This one happens to be a big 
one, but that is because that estate happens to be a big one. There are 
very few of that kind. I know of no other. Most of them are small 
estates, individual holdings, where the father owns the bank and has 
other investments and he wants to preserve that for his family or his 
son and he puts that im an estate. To attempt to deal with that is to 
deal with an unknown that I think is unwise. If you could deal with 
only this one group along with bank holding companies, I think it 
would be wise. Iam unable to find a way to do that. 
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Senator Doveras. But if you would include 
he duPont group. 

Mr. Rosertson. | would be ve ry gl id to do so. 

(The information referred to follows:) 


figures on the size of 


The so-called Florida National group of banks published a combined statement 
f condition as of December 31, 1954, showing aggregate de posits of $467,293,000 
for 25 banks (15 national banks and 8 State banks) as follows: Florida National 
Bank of Jacksonville; Florida National Bank & Trust Co., at Miami; Florida Na 
tional Bank, at St. Petersburg: Florida National Bank, at Pensacola: Florida 
National Bank & Trust Co., at West Palm Beach; Florida National Bank, at 
Coral Gables; Florida Bank & Trust Co., at Daytona Beach; Florida National 
Bank, at Gainesville; Florida Bank, at Fort Pierce; Florida Bank, at Deland 
Florida Bank, at Madison; Florida Bank, at Starke; Florida Bank, at Port 
Joe: Florida Bank, at Chipley; Florida Bank, at Bushnell; Florida National 
Bank, at Orlando; Florida National Bank, at Lakeland; Florida National Bank, 
it Key West; Florida National Bank, at Bartow; Florida National Bank, at 
Ocala; Florida National Bank, at Fernandina Beach; Florida National Bank, at 
Perry ; and Florida National Bank, at Belle Glade. 


Senator Doveras. That is all. 

Senator Kerr. Is it not true, Governor, that in the instance about 

which you are speaking, should the law cover them, they would have 
to divest either the nonbanking interests or have to separate the non- 
banking from the banking interests. If they were sold that there was 
no way in which the receipts of those sales could be put into use 
the only uses are for charitable purposes. 

Mr. Ron s“ERTSON. In the long run the uses are for charitable purposes. 
ut it is one of these perpetuity affairs. 


Senator Frear. Yes, but you cannot change the 


recipients of the 
interests. 


Mr. Rozertson. That is right. 
charitable function, I assume, earlier 


Case, 


But you can put the funds into the 
than otherwise would be the 
I cannot spe mak authoritatively with respect to how you would 
deal with that situation, if it were obliged to divest, as every other 
holding « ‘ompany would be obliged to divest under this bill. It is not 
an easy thing to do. 

Senator Frrar. | think it is probably one of the most complicated 
ones, 


Mr. Ropertson. It is. 


Senator Frear. The person who left the estate, left it predominantly 
for charitable purposes. I have had it explained to me, not in detail, 
but only in a mild form, because the person who set up the trust estate 
was originally from my State—not that I have any great holdings, 
none at all, as a matter of fact, but certainly would have an interest 
there are the benefits of charity in my State. 

Senator Doveras. I am trying to understand the point of this. Do 

I understand that you think we should regulate bank holding com- 
panies because they have unlimited life, but chain banks, individually 
owned, theoretically have a limited life, and therefore- 

Mr. Rozerrson. A limited life—only the individuals. You are 
dealing with individuals. You cannot exchange stock for bank stock 
and thus grow in that fashion. You are using the funds of the in- 
dividual. And, therefore, the potential danger is far less, far less. 
It is much more difficult to build up a large chain organization than 
it is to build up a holding company group. 
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Senator Doveras. Then the test is not as to whether the life is lim- 
ited or unlimited. The test is—— 

Mr. Roperrson. No. 

Senator Dovewas. It is an ability to attract outside capital. 

Mr. Roserrson. That is the major one. 

Senator Dovetas. Of course, if you have a perpetual trusteeship, 
that has an immortality equal to that of a corporation. 

Mr. Rosertrson. That is right, sir. 

Senator Dovetas. On that point it seems to me that your distinction 
does not hold in this particular case. 

Mr. Rosertson. I am sure, as I said, this particular case stands out 
in the whole field of chain banking. If you could deal with this one 

case so that it could not expand further, you could not have a com- 
ie ation of the two, I would-be for it. But I would be very much 
afraid of dealing with this specific thing through special legislation. 

Senator Doveras. Mr. Rabeetean. I have great respect for your 
mental ability. I wonder if you could not turn these great abilities 
in the direction of finding out how you could deal with this. 

Mr. Rozerrson. I have tried that for 15 years, Senator, and I just 
don’t know how to do it. You need someone with more ability than 
I have. 

Senator Doveras. May I ask you this question. If a corporation 
had a chain bank, would it be a bank-holding company ? 

Mr. Rozerrson. If a corporation had a chain bank, would it be- 

I don’t understand the question. I don’t see how it is possible for a 
corporation to have a chain bank. You see, the difference between 
holding company banking and chain banking is merely the ownership. 
In holding company banking, you have a corporation at the top. In 
chain banking, you do not—you have individuals. That is the only 
difference. 

Mr. Wautace. Well, then, if a corporation had a chain of banks, it 
would be a holding company. That is the difference. 

Mr. Roserrson. If it had a chain of banks, it would not be a chain 
banking system. It would be a holding company system. 

Mr. Wattace. That is what we are attempting to clarify. In oth- 
er lines of business a chain system may be a corporation such as the 
A.&P. But chain banks are individually owned. A group of banks 
owned by a corporation is called a bank holding company. 

Mr. Roperrson. Excuse me. You could not have a combination 
of the two. 

Senator Frear. Thank you very much for coming here this morn- 
ing. If the acting chairman of the subcommittee might be so bold, 
he would like to express a desire that each or both of you men con- 
tinue to maintain your interest in this during these hearings, if pos- 
sible to lend yourself to the committee that ‘they might call on you 
again if the testimony that follows so warants. Would that be pos- 
sible ? q 

Mr. Martin. We are at your service at any time. 

Senator Frear. You are always very generous. I know you are 
both busy. But we will try not to take more of your time than abso- 
lutely necessary. We feel your opinion is very vital to these questions, 
and I am sure every member of the subcommittee would like to know 
how you feel about it. Many times they agree with you. 

Thank you. 
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(The prepared statement of Chairman Martin follows:) 


\iEMORANDUM OF THE VIEWS OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE 

SYSTEM REGARDING BANK HoLpING CoMPANY LEGISLATION SUBMITTED TO THI 
SENATE BANKING AND CURRENCY COMMITTEE ON JULY 5, 1955 

The essenee of the Board’s position with respect to further regulation of bank 
holding companies is that any new legislation on this subject should be kept 
to a minimum necesssary to meet whatever problems may exist in this field 
which are not met by present law and cannot effectively be dealt with by the 
States alone. 

PRESENT PROVISIONS OF LAW 


There are now on the statute books certajn provisions enacted in 1933, regulat- 
ng affiliates and holding company affiliates of banks which are members of 
the Federal Reserve System. Affiliates of member banks are made subject to 
eports and examinations. Limitations are placed upon the amount which a 
nember bank may loan to any of its affiliates, including any holding company 
ffiliate. Finally, any holding company affiliate which desires to vote stock 
wned by it in any member bank must first obtain from the Board of Governors 
voting permit and, as a condition to the permit, the company must agree to 
submit itself and its controlled banks to examination, to establish certain reserve 
funds, to dispose of any interest in securities companies, and to declare dividends 
nly out of actual net earnings. 

These provisions of existing law, however, regulate the activities of a bank 

olding company only if it happens to control a bank which is a member of the 

Federal Reserve System and then only if the holding company desires to vote 
the stock of that bank. In effect, regulation is largely voluntary on the part 
of the holding company, since it may be able to exercise effective control over 
its banks without voting their stock. Even if a voting permit is obtained, the 
regulation to which a bank holding company is subject is aimed mostly at protect- 
ng the soundness of the member banks in the group. 

(1) In the first place, there is nothing in present law which restricts the ability 
of a bank holding company to add to the number of its controlled banks. Conse- 
quently, there can well be situations in which a large part of the commercial 
banking facilities in a large area of the country may be concentrated under the 
management and control of a single corporation. 

(2) In the second place, there is nothing in existing law which prevents the 
combination under the same control, through the holding company device, of 
both banking and nonbanking enterprises. Obviously, this makes it possible 
for the credit facilities of a controlled bank to be used for the benefit of the 
nonbanking enterprises controlled by the holding company. Moreover, the ordi- 
nary nonbanking business requires a managerial attitude and involves business 
risks of a kind of entirely different from those involved in the banking business. 
Banks operate largely on their depositors’ funds. These funds should be used 
by banks to finance business enterprises within the limitations imposed by the 
banking laws and should not be used directly or indirectly for the purpose of 
engaging in other businesses which are not subject to the safeguards imposed by 
the banking laws. 


ESSENTIAL FEATURES OF LEGISLATION 


These two existing problems in the bank holding company field could be met 
hy legislation which would need to cover only four essential features: 

(1) The term “bank holding company” should be defined in language generally 
adequate to cover all known bank holding company groups which need to be 
covered, without attempting at this time to cover all situations that might 
possibly arise. 

(2) Bank holding companies should be required to obtain the prior approval 
of a Federal agency before acquiring additional bank stocks; and in granting 
such approval the administering agency should give consideration to relevant 
standards stated in the law and to the views of the appropriate State and 
Federal authorities. 

(3) Bank holding companies should be required within a reasonable time to 
divest themselves of ownership of stock and similar equity interests in nombanking 
enterprises with a minimum of specific exceptions. The bill might give statutory 
exemption to bank holding companies operated principally for charitable 
religious, and similar purposes. In addition, it should permit the administering 











' 





6 CONTROL OF BANK HOLDING COMPANIES 





agency to exempt bank holding companies from the divestment requirements in 
exceptional cases in which control of a bank may actually be necessary in the 
public interest. Furthermore, the administering agency should be given a limited 
authority to exempt shares of stock in businesses closely related to the business 
of banking. 






+) Finally, there should be a few administrative provisions requiring th: 
registration of bank holding companies, authorizing the administering agency 
to obtain information necessary to pass judgment on proposed acquisitions of 


mnk stocks, and providing criminal penalties for violations of the statute. 












COMMENTS ON H 


R. 6227 








With these four essential features in mind—coverage 





, expansion, nonbanking 
nterests, and administration-—the principal comments of the Board with respect 

» the bill H. R. 6227 are summarized below. 
{ ] } Coverage 







(ne of the most basic and at the same time most controversial 
aspects of bank holding company legislation has always been the 
coverage or definition 

The present bill would define a “bank holding company” as any company 
which owns 25 percent or more of the yoting shares of two or more banks or 
any company which might be determined by the Board of Governors to exercise 
i controlling influence over two or more banks. 

This detinition goes further than necessary in certain 
] ice, 





matter of 








respects. In the first 
it is unnecessary and undesirable to vest the administering agency with 
discretionary power to bring under coverage 
the stated definition. 






of the bill companies not meeting 
In the second place, a definition based primarily upon 
majority stock control of a bank would probably be adequate to cover all com- 
panies which would need to be regulated in order to accomplish the objectives 
of the legislation. However, if in the judgment of Congress such a definition 
would not be adequate for this purpose, it would not appear objectionable to 
base the definition upon some lower percentage test, even down to 25 percent 
provided by the pending bill 
in one respect the Board believes that the definition in this bill would not be 
udequate to effectuate one of the two main objectives of the legislation. It would 
net apply to a company which controls only one bank and would not, therefore, 
require such a company to divest itself of its nonbanking interests. Yet, it 
seems clear that the potential abuses resulting from combination under single 
control of both banking and nonbanking interests could easily exist in a case 
n which only one bank is involved. In fact, if the one controlled bank were a 
‘ge bank, the holding company’s interests in extensive nonbanking businesses 
ht very well lead to abuses even more serious than if the company controlled 
two or more very small banks. For these reasons, the Board would continue to 
e that, whatever the percentage test may be, the definition should be related 
control of a single bank. 
rhe pending bill would exempt from the definition of bank holding company 
ny mutual savings bank and any organization operated exclusively for religious, 
charitable, and similar purposes where the organization would otherwise be a 
holding company by reason of its ownership of bank stocks on the effective 
It would also exempt any company if the aggregate deposits 
nks controlled by it did not exceed $15 million on December 31, 1954. 
In the Board’s opinion, it is questionable whether any company which meets 
the stated definition of a bank holding company should be exempted from the 
necessity of obtaining the prior approval of the administering agency if it 
should decide to acquire additional banks. In this respect the Board has 
somewhat modified the views expressed by it in 1953 before the Senate Bank- 
ing and Currency Committee. It would not now recommend the inclusion of 
discretionary authority in the administering agency to exempt companies from 
the expansion requirements of the bill. It does not believe that any hardship 


would result from requiring even a charitable institution to comply with these 
requirements. 




















late of the act 
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On the other hand, it is recognized that there may well be cases in which 
the exemption of certain companies from the divestment requirements of the 
bill would be desirable in order to prevent hardship and to protect the public 
interest, as, for example, religious, charitable, and similar organizations. How- 
ever, the Board questions the necessity for exempting mutual savings banks 
from the divestment requirements. 

In order to cover unforseeable emergency situations, it might be desirable 
© give the administering agency a limited authority to exempt a bank holding 
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oupany from the divestment requirements if the administering agency de 
termines that the company’s control of a bank is necessary in order to provide 
needed banking facilities or to assure the sound financial condition of the bank 
involved, subject to revocation of the exemption when the need disappears, 

Before leaving the matter of coverage, it should be noted that the provision 
of the pending bill defining the term “company” would include not only cor- 
porations and business trusts, but also any partnership and any similar or- 
ganized group of persons. The meaning of the phrase “organized group of 
persons” is not clear. In any event, however, the Board feels that such a broad 
definition goes beyond the necessities of the situation. 

(2) Limitations on exrpansion.—The second requisite feature of the legisla- 
tion—restrictions on the expansion of bank holding company groups—would be 
dealt with in the pending bill by provisions requiring the Board’s prior approval 
for any action which would result in a company becoming a bank holding com- 
pany or for any acquisition of bank stocks by a bank holding company or its 
subsidiary or for the acquisition of substantially all of the assets of a bank 
by a holding company which is not a bank or by a nonbanking subsidiary. In 
determining whether to give its approval, the Board would be required to con- 
sider certain specified factors, including whether the effect would be consistent 
with the preservation of competition in the field of banking. 

It is believed that these provisions should be expanded to require prior 
approval before any bank holding company may merge or consolidate with 
another bank holding company. On the other hand, it would seem unnecessary 
to include any provision with respect to acquisitions of bank assets by a holding 
company or subsidiary which is not itself a bank. 

In the interest of minimum control, the Board suggests that it would be suf- 
ficient to require prior approval for the acquisition of bank stocks only if, after 
the acquisition of the stock of a bank, the holding company will own a substantial 
percentage of the outstanding stock of that bank, say 5 percent. Such a modi- 
fication of the requirements of the bill would permit properly diversified invest- 
ments in bank stocks where control is not the motive. 

The Board’s principal comments, however, with respect to the expansion fea- 
tures of the bill relate to those provisions of section 5 which are apparently 
aimed at protecting the rights of the States in this field. 

In the first place, the bill would make it impossible for a bank holding company 
to acquire stock of any State bank, unless the appropriate State banking author- 
ity also approves the application within 30 days. Similarly, if the bank involved 
is a national bank, the application could not be approved unless also approved 
by the Comptroller of the Currency. These provisions would have the effect of 
diffusing responsibility for administration of the legislation and result in a 
lack of uniformity in the application of the law. They would also involve dupli- 
cation of effort and give rise to administrative difficulties. The Board believes 
that it would be desirable to require the administering agency to give due regard 
to the views of the State authorities and the Comptroller of the Currency, but 
that the final responsibility for approving or disapproving any application should 
rest with the administering agency alone. 

The bill would further prohibit a bank holding company or any of its sub- 
sidiaries from acquiring the stock of a bank or substantially all the assets of a 
bank outside of the State in which the holding company or the subsidiary involved 
has its principal office or conducts its principal operations. In addition, a bank 
holding company or any of its subsidiaries would be prohibited from acquiring 
bank stocks or assets in any State except within the geographical limitations 
applicable to the establishment of branches under the laws of such State, or 
unless the acquisition is specifically and affirmatively authorized by State statute. 

These severe provisions would in effect “freeze” the existing status of most 
bank holding companies and would go beyond what the Board conceives to be 
the necessities of the situation. 

As the Board has previously indicated, it believes that regulation of bank hold- 
ing company groups should not be related to the branch banking laws of the 
States and that the States should be left free to deal differently, if they desire, 
with these two types of multiple-office banking. The pending bill includes a pro- 
vision which would permit expansion of bank holding companies in nonbranch 
States if such expansion is affirmatively authorized by the statutes of the State 
in question. However, there are, of course, no States which have affirmative 
legislation of this kind. This provision of the bill follows almost literally a 
provision of the national banking laws which permit a national bank to establish 
out-of-town branches only if affirmatively authorized by State law with respect 
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to State banks. However, before the enactment of that provision national banks 
had no authority at all for the establishment of branches. The situation is quite 
different with respect to bank holding companies whose existence has been 
legislatively recognized for many years. It is believed, therefore, that it is 
inappropriate to apply to bank holding companies exactly the same principles 
which were applied to branches of national banks. If any anlogous provision is 
necessary here, it should make the expansion of bank holding companies depend 
ent, not upon affirmative authorization by the States, but upon the absence of 
express prohibition by the States. 

In the Board’s judgment the rights of the States in this field can be effec- 
tively protected by provisions which would require the administering agency; 
to obtain and consider the views of the State authorities before passing upon 
any application for the acquisition by a bank holding company of control ot 
additional banks. In any event, provisions for this purpose should not go 
further than a prohibition against the acquisition of the stcok of any State o1 
national bank in any State in which the statutes of such State would prohibit 
such acquisition in the case of a State bank. 

(3) Divestment of nonbanking interests.—In order to meet the third requi 
site of the legislation, the bill would require bank holding companies within 2 
years to divest themselves of any shares or other securities or obligations of any 
company other than a bank and to cease engaging in any business other than that 
of banking, or of managing or controlling banks, or certain related activities de 
scribed in the bill. 

To the extent that this requirement relates to obligations, as distinguished 
from shares of stock, of nonbanking enterprises, the Board believes that it goes 
further than necessary. Single control of both a bank and a nonbanking busi 
ness is usually made possible by control of stock rather than by ownership of 
obligations. 

The bill would provide a number of specific exemptions from the divest 
ment requirements. While some such specific exemptions may be appropriate, 
they should be kept to a minimum and be explicit. It may be desirable, for ex- 
ample, to exempt shares of a company engaged solely in holding properties 
used by a subsidiary bank, in conducting a safe-deposit business, or in providing 
investment counsel to the subsidiary banks. Also, it may be appropriate, as 
provided in this bill, to exempt the ownership of not more than 5 percent of 
the outstanding voting securities of a nonbanking company. It is questionable, 
however, whether some of the exemptions provided are necessary or desirable 
For example, exception (5) in section 6 (c) of the bill would seem to permit 
a bank holding company which is itself a bank to own any shares of nonbank- 
ing companies which it would be permitted to own under State law. There 
appears to be no logical reason for such an exemption. In fact, this exemption 
might operate to defeat the purposes of the legislation in some situations. The 
desirability of certain of the other exemptions is also questionable, particularly 
that in paragraph (4) with respect to shares owned prior to the date of the 
act, and that in paragraph (6) with respect to shares of an investment com- 
pany. 

In any event, as against numerous specific exemptions, it would seem prefer- 
able to vest the administering agency with a limited authority to exempt owner- 
ship of shares of companies which are determined to be closely related to the 
business of banking or of managing or control banks. Such a _ provision 
should be coupled with the additional provisions, previously suggested in this 
memorandum, for the exemption of certain hank holding companies from the 
divestment requirements in a very limited class of cases. 

(4) Administration.—The administrative provisions of the bill are contained 
in sections 4, 9, and 10, which relate, respectively, to registration, reports, and 
examinations of bank holding companies, hearings, and judicial review of ad- 
ministrative action and criminal penalties for violations of the act. 

The Board’s only comment on these provisions relates to section 9, which would 
give to any person directly affected by any order er determination of the Board, 
or affected by a failure of the Board to take action, a right to judicial review, 
with a trial of the facts de novo by the reviewing court. It is believed that no 
specific provisions for judicial review are necessary, since, even without such 
provisions, any arbitrary, capricious, or unlawful action on the part of the admin- 
istering agency would be, and should be, subject to review by the courts. How- 
ever, if any provisions on this subject are included in the bill, the Board feels 
that a provision for trial of the facts de novo would be at variance with the spirit 
and intent of the Administrative Procedure Act. The Board also believes that, 
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instead of the vague provision for review at the instance of any person affected, 
the right to review should be limited to the principals in the proceedings involved. 

(5) Other provisions of the bill—Certain provisions of the pending bill have 
no direct connection with the two main objectives of the legislation. 

Under section 7 of the bill, subsidiary banks would be absolutely prohibited 
from making loans to, or investing in the stock or securities of, their bank 
holding company or any other subsidiary of the bank holding company. The 
Board believes that these provisions are unnecessarily restrictive. Moreover, if 
any provisions on this subject are deemed to be necessary, it is the Board’s 
view that they should be enacted in the form of amendments to section 23A 
of the Federal Reserve Act, which now places certain limitations upon loans 
by member banks to their holding company affiliates or other affiliates. As to 
nonmember banks, the States should be left free to determine what restrictions 
they may wish to impose upon loans by State banks to their affiliated organ- 
izations. 

Section 11 of the bill would make a number of technical amendments to 
provisions of existing law. Insofar as these provisions would amend the 
Internal Revenue Code to afford appropriate tax relief to bank holding com- 
panies complying with the divestment requirements of the bill, they appear to 
be desirable, although the Board does not feel specially qualified to comment 
on their adequacy. However, the amendments proposed to be made to existing 
provisions of law relating to holding company affiliates of member banks have 
no apparent relation to the principal objectives of the bill. The existing provi- 
sions are aimed primarily at maintaining the soundness of member banks 
in holding company groups. It may be that in some respects they should even- 
tually be modified, but there appears to be no reason why they should not be 
continued in force for the present. 


CONCLUSION 


The above comments on the pending bill have been made for the purpose of 
heiping, as far as possible, in the working out of reasonable and effective legis- 
lation on this subject. By way of summary, the Board believes that the principal 


objectives of the legislation could be accomplished by a bill which, in addition to 
certain administrative provisions, would include only— 

(1) a definition of “bank holding company” as a company controlling a 
majority (or possibly 25 percent) of the stock of any one bank, with no 
exceptions ; 

(2) a requirement that every bank holding company obtain prior approval 
before acquiring the stock of any bank if thereafter its holdings of the stock 
of that bank will exceed 5 percent, with provision for obtaining the views of 
State and Federal authorities; and 

(8) a requirement that bank holding companies divest themselves of their 
nonbanking interests, with a minimum of specific exemptions, but with 
administrative authority to make the limited exemptions heretofore men- 
tioned. 


Senator Frear. We will insert in the record at this point the views 
of the Federal Reserve Board on S. 880. 
(The document referred to follows :) 


BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, February 21, 1955. 
Hon. J. W. Funprient, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


My Dear Mr. CHarRMAN: This is in response to your committee’s request of 
February 3, 1955, for the views of the Board with respect to the bill S. 880, to 
provide for the control and regulation of bank holding companies and for other 
purposes. 

It is the Board’s view that legislation is desirable to meet the principal prob- 
lems in the bank holding company field which are not met by existing law, i. e., 
the unrestricted ability of bank holding company groups to expand and .the com- 
bination under single control through the holding company device of both bank- 
ing and nonbanking enterprises. However, the Board believes that the approach 
should be one of minimum control rather than one designed to meet all situations 
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that may arise. Following this approach, the Board feels that the essential fea- 
tures of any legislation on the subject should be: (1) a requirement that bank 
holding companies obtain the prior approval of a single administering Govern- 
ment agency before acquiring additional bank stocks; (2) a requirement that 
bank holding companies divest themselves within a reasonable time of their non- 
banking interests, with appropriate exceptions and appropriate tax relief; and 
(3) a definition of bank holding company adequate to cover all companies which 
need to be covered in order to accomplish the objectives of the legislation. 

As the Board has heretofore indicated, it is not its desire or purpose to oppose 
or endorse any particular bill, nor does the Board make any recommendation as 
to the agency which should be selected by Congress for the administration of any 
such legislation. 

The Board’s general views on this subject and its position with respect to 
specific aspects of bank holding company legislation were set forth in testimony 
on behalf of the Board before your committee in June 1953, and before the House 
Banking and Currency Committee in June 1952. The Board continues to adhere 
to these views, although further consideration has resulted in a refinement of 
the Board’s thinking with respect to a few particular points. 

The Board continued to feel that a definition of bank holding company based 
primarily upon ownership or control of 50 percent or more of the stock of a single 
bank would be generally adequate for the purposes of this legislation. However, 
if it should be found that such a definition would not cover all companies which 
need to be regulated, some lower percentage test, down to the 25 percent test 
provided in 8S, 880, would not seem objectionable. In any event, it is believed that 
the definition should be related to the control of 1 bank, rather than 2 or more 
banks as provided by the pending bill, since it is evident that the potential abuses 
which may result from the combination of banking and nonbanking interests 
under the same control may exist where only 1 bank is involved. The Board 
also continues to feel that it is unnecessary and undesirable to vest the admin- 
istering agency with a broad discretion to bring companies under coverage of 
the bill where they do not meet the stated definition. 

With respect to the exemptions from the definition, it appears to the Board to 
be questionable whether any company which meets the definition should be ex- 
empted from the necessity of obtaining prior approval of the administering 
agency if it should wish to acquire stock of any additional bank. We cannot 
believe that such a requirement would work any hardship even upon a charitable 
or religious institution. However, it is recognized that the requirements of the 
hill for divestment of nonbanking interests might work an undue hardship upon 
charitable, religious, and similar nonprofit organizations and that there may be 
exceptional situations in which control of a bank by an organization with non- 
banking interests may actually be desirable. Accordingly, in lieu of any ex- 
emption from the definition of “bank holding company” itself, it is suggested 
that provisions be included in the section relating to nonbanking interests which 
would exempt from the requirements of that section bank holding companies 
operated principally for charitable, religious, and similar purposes and also any 
other bank holding company with respect to which the administering agency may 
determine that its control of a bank is actually in the public interest, as where 
such control is essential to provide necessary banking facilities or to assure the 
sound financial condition of the bank involved. 

The bill, S. 880, would require bank holding companies to obtain the Board’s 
prior consent to the acquisition of any bank stocks however small. In the in- 
terest of minimum control, we suggest that such prior consent be required only 
where, after the particular acquisition of stock of a bank, the bank holding 
company will own a substantial percentage of the bank’s stock, say more than 
» percent of its outstanding voting shares. 

The provisions of section 5 (d) of the bill would prohibit approval of any 
application for the acquisition of stock of a State or national bank if the State 
banking authorities or the Comptroller of the Currency should disapprove the 
applications. These provisions would diffuse responsibility and result in dupli- 
cation of efforts and, in the Board’s opinion, are unnecessary and undesirable. 
The Board also believes that the provisions of section 5 (c), prohibiting acqui- 
sitions across State lines or in any State except in accordance with the branch 
banking laws of the State or pursuant to express statutory authority for such 
acquisitions, would in effect “freeze” the existing status of bank holding com- 
panies and that there is nothing in the present situation which would warrant 
such a severe approach. 
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We believe that the rights of the States in this field would be adequately pro- 
tected if, before approving any acquisition of bank stock by a bank holding 
company, the administering agency were required to obtain and consider the 
views of the State banking authorities. The furthest we believe the Congress 
should go in this direction would be to prohibit a bank holding company from 
acquiring the stock of any bank in any State if, under the same circumstances, 
the acquisition of such stock would be expressly prohibited by the statutes of 
such State. 

Section 9 of the bill would make it possible for any person “directly affected” 
by any determination of the administering agency to bring proceedings for ju- 
dicial review with a trial of the facts de novo by the reviewing court. We feel 
that a trial of the facts de novo by the reviewing court would be inconsistent 
with the spirit of the Administrative Procedure Act which exempts from judicial 
review any action committed to agency discretion. Moreover, if any specific 
provision for judicial review is to be included in the bill, we think that the right 
to review should be limited to the principals in the proceedings. In any event, 
of course, arbitrary, capricious, Or unlawful action on the part of the admin- 
istering agency would be, and should be, subject to review by the courts. 

The above represent the Board's principal comments with respect to S. 880. 
In addition, there are certain other provisions of the bill which we would ques- 
tion. Weshall be glad to give you our comments with respect to such provisions 
and also to elaborate our reasons for the views briefly stated in this letter if 
you should so desire. 

Since the House Banking and Currency Committee had requested a report 
by the Board with respect to the identical House bill H. R. 2674 in advance of 
February 28, time did not permit the Board to ascertain the views of the Budget 
Bureau before transmitting that report; but copies of that report were sub- 
mitted to the Budget Bureau with advice that a similar report was being trans- 
mitted by the Board to your committee. 

Sincerely yours, 


Wma. McC. Martin, Jr. 
Senator Frrar. The next witness is Mr. Ray M. Gidney, Comp- 


troller of the Currency. 

Your interest in this field has long been known to many people 
and to members of the subcommittee and the full committee. We are 
very proud that you have come here this morning and will give testi- 
mony on these three pieces of legislation that are before us. You have 
heard, I assume, that which was given at the opening of the hearing. 
We would like to have you, Mr. Gidney, proceed in the manner that 
you desire. Your testimony or your statement that has been prepared 
and given to us certainly gives evidence of conformity to the desires 
of the committee. 


STATEMENT OF RAY M. GIDNEY, COMPTROLLER OF THE CURRENCY, 
ACCOMPANIED BY L. A. JENNINGS, DEPUTY COMPTROLLER 


Mr. Gipney. Thank you. 

Mr. Chairman and members of the committee, the subject of control 
and regulation of bank holding companies has had consideration on 
many occasions. There have been many years of experience with the 
existing law relative to holding companies. We believe that the pres- 
ent law is deficient in only two important respects, and these de- 
ficiencies would both be corrected by provisions contained in S. 800 
and H. R. 6227 and S. 2350, all of which are before this committee. 
The provisions we favor are the following. 

Section 5 (a) and S. 880 and H. R. 6227 would make it unlawful, ex- 
cept with the prior approval of the Board of Governors of the Federal 
Reserve System for any action to be taken which results in a company 
becoming a bank holding company; or for any bank holding company 
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or subsidiary thereof to acquire, directly or indirectly, any voting 
shares of a bank. 

Section 6 (a) in S. 880 and H. R. 6227 would make it unlawful for 
any bank holding company to own shares of any company other than a 
bank or to engage in any business other than that of banking. 

These provisions seem to us desirable, and we believe that a bill 
which includes them or their equivalent should be enacted. 

From our experience and observations in dealing with the opera- 
tions of bank holding companies, and from our ouaiadane of the 
banking situation as it exists today, we do not find basis for recom- 
mending the adoption of a number of the other provisions included 
in S. 880 and H. R. 6227. 

We are opposed to section 5 (b) of these two bills which would 
place a veto power in the Comptroller of the Currency and the 48 
State banking supervisors over the actions of the Board of Governors, 
that is, assuming they are the administrating agency, with respect 
to approval of acquisitions of bank shares by holding companies. 

We are opposed also to section 5 (c) of these bills which would im- 
pose geographic limitations on holding company expansion. 

With respect to S. 2350, we regard this bill as preferable to S. 880 
or H. R. 6227. We believe it would adequately meet the need for legis- 
lation in the holding company field, without being unduly restrictive. 

We have only one adverse comment to make regardin a provision 
of S. 2350. The last sentence of section 3 (c) provides th: at no acqui- 
sition of ownership or control of the shares of any State or national 
bank in any State shall be approved by the Board if, under the same 
circumstances, the acquisition of such ownership or control of the 
shares of a State bank would be expressly prohibited by the statutes 
of such State. We are opposed to this provision. We do not believe 
that the States should be given the power to impose restrictions upon 
ownership of stock of national banks. We think this principle is 
most important and should not be impaired to place limitations upon 
holding companies. Sufficient contro} in this respect would be exer- 
cised under other provisions of 8. 2350 by the Board of Governors, 
which would have the authority to approve, or to refuse to approve, 
stock acquisitions by holding companies after obtaining the views of 
the Comptroller of the Currency where a national bank was con- 
cerned. Constitutionally, the States are without power to prevent 
the establishment of national banks within their borders, and we do 
not believe that the Congress should give to them a power to interfere 
with national banks which they do not now possess. 

With the single exception above stated, we support S. 2350 and 
recommend its enactment. 

A more detailed statement of our views concerning S. 880 and H. R. 
6227 has been submitted to the committee by the Treasury Department. 

If the committee has any questions, I shall be pleased to try to 
answer them. 

Mr. Chairman, I didn’t introduce Mr. Jennings, whom you already 
know, our First Deputy Comptroller of the Currency, who is also 
well informed on this subject and will be helpful to the committee, 
I believe, if they wish to ask him any questions. 

Senator Frear. Mr. Jennings, we are happy that you appear along 
with the Comptroller. 

Mr. JENNINGS. Thank you, Mr. Chairman. 





CONTROL OF BANK HOLDING COMPANIES 83 


Senator Frear. We understand that you have been his right arm 
ind perhaps in instances more than a right arm. We know of your 
nterest and activity in this field and we are very happy to have the 
benefit of your experience. 

Without objection, the detailed statement from the Treasury Depart- 
ment to the committee will be made a part of the record in its entirety. 

(The statement referred to follows :) 


TREASURY DEPARTMENT, 
July 1, 1955. 
Hon. J. W. FULBRIGHT, 
Chairman of Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: This is in response to your request of February 3, 
1955, for the views of this Department on 8S. 880, to provide for the control and 
regulation of bank holding companies. 

Under present law bank holding companies may expand through the acquisi- 
tion of bank stocks either by purchase or by giving their own shares in exchange 
for shares acquired. Moreover, there is nothing to prevent such companies from 
engaging in businesses unrelated to banking. It is the view of this Department 
that legislation which would give a reasonable measure of control in these two 
areas should be enacted. 

S. 880 would place drastic geographic restraints on the expansion of bank 
holding companies. We believe it is sufficient that the approval of the Board 
of Governors of the Federal Reserve System be obtained prior to the creation of 
i bank holding company or the acquisition by a bank holding company of any 
voting stock in, or substantially all of the assets of, any bank. 

With respect to the provisions in the bill prohibiting bank holding companies 
from owning stock in companies other than banks and engaging in businesses 
other than banking, they would appear, with the exceptions noted in the attached 
memorandum, to be reasonable. 

Section 11 (g) of S. 880 would amend the Internal Revenue Code of 1954 to 
provide that no gain or loss shall be recognized to a bank holding company or 
to its shareholders where the bank holding company distributes property which 
it is not permitted to own under this bill or where it distributes voting shares 
of banks so as to avoid coming under the provisions of this bili. It is the view 
of this Department that nonrecognition of gain may properly be accorded to the 
share ee a of a bank holding company on such transfers provided such treat- 
ment is limited in the following respects: (1) Nonrecognition of gain should be 
limited to companies which would have been bank holding companies on May 15, 
1955, if the Bank Holding Company Act of 1955 had been in effect on such date; 
and (2) nonrecognition of gain should be limited to assets held by such companies 
on May 15, 1955. 

Two memoranda detailing the important changes this Department would regard 
as desirable are attached. One deals with the banking aspects of the bill and 
the other with the tax provisions. This Department would favor the legislation 
provided it incorporates the recommended changes. 

Since hearings are to be held on July 5, there has not been time to obtain the 
‘ustomary clearance from the Bureau of the Budget. 

Very truly yours, 
M. B. Foisom, 
Acting Secretary of the Treasury. 


MEMORANDUM RE S. 880, A Brit To ProvipE ror THE CONTROL AND REGULATION OF 
BANK HOLDING COMPANIES 


S. 880 would place desirable restraints on bank holding companies in the two 
respects in which such restraints are now lacking: (1) expanding in the field 
of banking, chiefly through the acquisition of banks and bank stocks, and (2) 
engaging in businesses other than banking. This department favors reasonable 
legislation to accomplish these purposes. With respect to specific provisions 
of S. 880, we would make the following recommendations : 

We would recommend that there be deleted from the declaration ef policy con- 
tained in section 2, the last clause thereof which states that it is declared to 
be the policy of Congress to subject the business and affairs of bank holding 
companies to the same type of examination and regulation as the banks which 
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they control. In the case of practically all bank holding companies, they are 
not banks but are holding companies, and are not susceptible to the same type 
of examination and regulation as are banks. Those which are banks are, of 
course, already examined and regulated as banks. 

We would recommend that the definition section, section 3, be deleted and that 
there be substituted provisions which would provide that “bank holding company” 
means any company which directly or indirectly owns or controls or shall have 
owned or controlled at any time after a specified date a majority of the voting 
shares of any bank, or which directly or indirectly owned or controlled more 
than 50 percent of the shares voted in the election of directors of any bank, or 
controlled in any manner the election of the majority of the directors of any 
bank, or for the benefit of whose shareholders a majority of the voting stock 
of any bank or bank holding company is held by trustees. Also any successor 
to a bank holding company should be classed as a bank holding company. We 
would provide, however, that no company shall be a bank holding company if 
it does not own or control, directly or indirectly, more than 5 percent of the 
voting shares of any bank, nor should a bank be a bank holding company by 
virtue of its ownership or control of shares in a fiduciary capacity, except where 
such shares are held for the benefit of shareholders of the bank. 

In our opinion, no exemption to this legislation should be made for mutual 
savings banks or for religious, charitable, scientific, literary, or educational pur- 
poses. If such organizations come within the definition of bank holding com- 
panies they should be classed as bank holding companies. 

We would eliminate the definition of “subsidiary” and substitute wherever 
that term appears a reference to banks with respect to which the holding com- 
pany is a holding company. There should be substituted for the definition of 
“company,” a definition which would exclude any corporation the majority of the 
shares of which are owned by the United States or by any State, but which would 
include any corporation, business trust, associaton, or similar organization. 

The term “successor” should be defined to include any company which acquires 
directly or indirectly from a bank holding company shares of any bank, when and 
if the relationship between such company and the bank holding company is such 
that the transaction effects no substantial change in the control of the bank 
or beneficial owner of such shares. The Board of Governors of the Federal Re- 
serve System, which we assume would be the administering agency, should also 
be given power to further define “successor” to the extent necessary to prevent 
evasion of the purposes of the Act. 

We would include in the definition section the present definition of “bank,” 
except that the word “State” should be deleted from the last sentence of section 
3 (d), and we would include the present definition of “Board.” 

Section 4 (a) should authorize the Board, in its discretion, to extend the time 
within which a bank holding company must register and file the information 
required by that section. 

Section 4 (c) would authorize the Board to examine each bank holding 
company and each subsidiary thereof. We believe the Board should not have 
the power to examine subsidiariés of bank holding companies except member banks 
which they may examine under present law. 

We would also amend section 4 by adding at the end thereof a new subsection 
(d) which would require the Board, before the expiration of 5 years following 
the date of the act, to report to Congress the results of the administration of 
the act, and to remommend any changes in the law which in its opinion woud be 
desirable. 

Section 5 (a) (2) should be amended to permit bank holding companies to 
acquire ownership or control of voting shares of any bank up to 5 percent of the 
outstanding voting shares of that bank without having to get Board approval. 
Subsection 3 of section 5 (a) should be deleted and there should be substituted 
therefor a prohibition against a bank holding company merging or consolidat- 
ing with any other bank holding company without the prior approval of the 
Board. This section should also contain exceptions for shares acquired by a 
bank in a fiduciary capacity or in the regular course of securing or collecting a 
debt previously contracted. 

Section 5 (b) of the proposed legislation would require the Board of Gov- 
ernors to give notice of any application under section 5 to the Comptroller of 
the Currency if any bank “affected by’ the application is a national or district 
bank; or to the appropriate State authority if any bank “affected by” the ap- 
plication is a State bank. The Comptroiler of the Currency or the State 
authority, as the case may be, would have power of disapproval. We strongly 
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recommend that this section be eliminated, as we do not believe the law could 
be administered effectively by the Board of Governors of the Federal Reserve 
System with a veto power in the hands of the Comptroller of the Currency, and 
the 48 State banking supervisors. The Board, in our opinion, should have the 
exclusive power to approve or disapprove, but we consider it would be desirable 
for the bill to provide that the Board obtain the opinion of the Comptroller or 
the appropriate State supervisory authority, as the case may be. 

Section 5 (c) of the bill provides that no application by a bank holding com- 
pany for the acquisition of bank stocks or of bank assets shall be approved if 
the bank whose assets are to be acquired is located outside the State in which 
the holding company maintains its principal office or conducts its principal 
operations; nor shall any such application be approved except “within geo- 
graphic limitations that would apply to the establishment of branches of banks 
under the statute law of such State,” unless the statute law of the State of affirma- 
tively permits wider areas of expansion within the State for bank holding 
companies. We believe that geographic limitations of this character are un- 
necessary as the rights of the States should be protected sufficiently through 
obtaining the views of the State bank superintendents with respect to the ex- 
pansion of bank holding companies involving State chartered banks. 

It is noted that section 5 contains no standards to guide the Board in giving 
or withholding its approval of acquisitions of stock or mergers or consolidations 
of bank holding companies. We would suggest that the Board be required in 
considering applications under the law, to take into consideration (1) the finan- 
cial history and condition of the bank holding company and the banks concerned. 
(2) their prospects, (3) the character of their management, (4) the convenience, 
needs, and welfare of the communities and the area concerned, and (5) whether 
or not the effect of such acquisition or merger or consolidation would be to expand 
the size or extent of the bank holding company system involved beyond limits 
consistent with adequate and sound banking and the public interest and the 
preservation of competition in the field of banking. 

Section 6 would prohibit bank holding companies from owning any shares or 
other securities or obligations of any company other than a bank and from en- 
gaging in any business other than that of banking. We would recommend that 
this prohibition apply only to voting shares of corporations, and not to securities 
or other obligations. Moreover, it should apply to control as well as direct own- 
ership, and there should be an express authorization for engaging in the business 
of managing and controlling banks. We believe that all of the exceptions to the 
blanket prohibition contained in section 6 of S. 880, are desirable, except that we 
would delete the exception contained in (c) (5). We would recommend that 
in subsections (c) (2) and (c) (38) the permissible period during which shares 
acquired by a bank holding company in satisfaction of debts previously con- 
tracted, or from any of its subsidiaries which have been requested to dispose of 
such shares, be lengthened from 2 to 5 years, or at least that the Board be given 
discretionary authority to permit retention for more than 2 years but not more 
than 5 if such extensions would not be detrimental to the public interest. Our 
experience would indicate that 2 years is too short a time and that a holding 
company’s proper interests could be injured by such a limitation. 

It would appear that the word “voting” should be deleted from section 6 (c) 
(3). 

We would add at the end of section 6 (c) a new subparagraph (6) which would 
make an exception for shares of any company all the activities of which the 
Board has determined to be so closely related to the business of banking or of 
managing or controlling banks as to be a proper incident thereto and as to make 
it unnecessary for the prohibitions of section 6 to apply in order to carry out the 
purposes of the act. 

We would add at the end of section 6, a subsection (d) which would provide 
that the prohibitions of the section should not apply to any bank holding com- 
pany which is organized and operated principally for religious, charitable, sci- 
entific, literary, or educational purposes, of no part of the net earnings thereof 
inures to the benefit of any private shareholder or individual, and no substantial 
part of the activities thereof consists in the carrying on of propaganda or other- 
wise attempting to influence legislation ; or to any other bank holding company if 
the Board in its discretion determines that such company is a bank holding com- 
pany only by virtue of its control of a bank for the purpose of providing necessary 
banking facilities or assuring the sound financial condition of such bank or for 
similar reasons clearly in the public interest, but any such determination should 
be subject to revocation at any time by the Board in its discretion, in which event 
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such bank holding company should have to effect compliance with section 6 within 
2 years from the date of such revocation. 

Section 7 of the proposed legislation would prohibit a bank subsidiary of a 
bank holding company from investing any of its funds in, or lending any of its 
funds to, or on the security of the stock or other securities of the holding company 
of which it is a subsidiary. This is unduly restrictive. Under present law, 
member banks may make loans to, or on the security of the stock or other securi- 
ties of, their affiliates in amounts not exceeding 10 percent of their capital and 
surplus, provided the loans are secured in the manner specified by law. This has 
worked well in }:actice, and there would seem to be no adequate reason for 
imposing more onerous restrictions at this time. 

Section 9 of S. 880 provides that any person adversely affected or aggrieved or 
who has suffered legal wrong shall have the right to a judicial review of the action 
or nonaction of the Board of Governors of the Federal Reserve System, and that 
the action or nonaction which is the subject thereof shall not be considered to be 
action committed to agency discretion within section 10 of the Administrative 
Procedure Act. We believe this provision would make administration of the law 
very difficult since there is little doubt that many disapprovals and, in some Cases, 
approvals, of applications under the act would be submitted to the courts. We 
would recommend that the decisions to be made by the Board of Governors of the 
Federal Reserve System be specifically committed to the discretion of that agency 
and, therefore, excluded from review under section 10 of the Administrative Pro- 
cedure Act. Of course, the decisions made by the Board should be subject to 
judicial review in the event of supportable allegations that it had acted arbi- 
trarily or capriciously. 

We would recommend that subsections (a) through (f) of section 11 be deleted 
in their entirety. There would seem to be no reason for making changes in the 
present law dealing with holding company affiliates. 

It is noted also that section 11 (c) of the bill would amend subsection (b) of 
section 2 of the Banking Act of 1933, as amended (12 U. S. C. 221a), by deleting 
the present provisions and inserting in lieu thereof a statement to the effect that 
the terms “bank holding company” or “affiliate” shall include any bank holding 
company as defined in the bill. We are opposed to this provision for the reason 
that should it be enacted into law the present definition of “affiliate” would be 
completely eliminated and the above-mentioned statement substituted. Under 
present law an affiliate of a bank may be any corporation, etc., of which a member 
bank owns or controls a majority of the shares or controls in any manner the elec- 
tion of a majority of its directors; or any corporation in which a majority interest 
is owned or controlled by shareholders who own or control a majority interest in 
a bank; or any corporation a majority of whose directors are directors of a bank. 
There are provisions of law dealing with the permissible relationship between 
banks and their-affiliates. For example, section 23A of the Federal Reserve Act 
deals with loans by banks to their affiliates. Section 24A of the Federal Reserve 
Act deals with investments by banks in the stock of, or loans by banks to, affiliates 
engaged solely in holding bank premises. Revised Statutes 5240 authorizes the 
Comptroller of the Currency to make examinations of affiliates of national banks. 
Should the present definition of “affiliate” be eliminated from law, as it would 
be by the proposed legislation, doubt would result as to the effect to be given to 
these and other statutes in which the term “affiliate” is used. Presumably, they 
would apply only to bank holding companies, and under the proposed bill to be a 
bank holding company a corporation would have to have a 25 percent interest in 
two or more banks. There appears to be no need to repeal the present definition 
of “affiliate” and we recommend that that not be done. 

With reference to section 11 (e), we wish to call to the attention of the commit- 
tee the fact that there is presently before Congress, a bill, 8S. 256, which would 
amend section 5144 of the Revised Statutes by eliminating mandatory cumulative 
voting. Should that legislation, which we favor, be enacted prior to the passage 
of S. 880, it would be necessary to correct S. 880 to avoid inadvertent repeal of 
the new law. This possibility could be avoided by rewriting section 11 (e) in 
such a way as not to reenact the portion of Revised Statutes 5144 dealing with 
cumulative voting in the election of directors. 


MEMORANDUM Re Tax Provisions or S. 880, a Brrt To ProvipE FoR THE CONTROL 
AND REGULATION OF BANK HOLDING COMPANIES 


The provisions of S. 880 which relate to nonrecognition of gain or loss are 
contained in section 11 (g) (1). This section would amend subchapter O of 





CONTROL OF BANK HOLDING COMPANIES 87 


chapter 1 of the Internal Revenue Code of 1954 by adding to it a new part (pt. 
VIII), relating to distributions and exchanges pursuant to the Bank Holding 
Company Act. 

H. R. 6227, as amended on the floor of the House of Representatives, also 
deals with the control and regulation of bank holding companies. Section 11 
(f) (1) of this bill contains the provisions relating to nonrecognition of gain. 

This Department has reviewed the tax provisions of H. R. 6227, as amended 
on the floor of the House of Representatives, and is of the opinion that the tax 
provisions of S. 880 should be changed to reflect the tax policy incorporated in 
H. R. 6227, as amended, with the exceptions noted below. 

The operation and effect of the tax provisions of H. R. 6227 are explained in 
detail in the report of the Committee on Banking and Currency of the House 
of Representatives (Rept. No. 609), at pages 26 through 34. In general, the tax 
provisions of H. R. 6227 accomplish the following objectives : 

Corporations which would have been bank holding companies on May 15, 1955, 
if the provisions of this bill had been in effect on such date, and which held on 
that date property which they would be required to dispose of if they continued 
to be a bank holding company, are given their choice of two alternative tax 
routes—to remain a bank holding company, or to dispose of their interests in 
banks. 

If a corporation decides to remain a bank holding company, it may distribute 
to its shareholders any “prohibited property” the distribution of which the Board 
certifies is necessary or appropriate to comply with the act without the recogni- 
tion of gain to the shareholders on the distribution. For this purpose, “pro- 
hibited property” in general means stock, securities, and other obligations or 
other assets of nonbanking businesses to the extent the bank holding company 
is required to divest itself of such assets under section 6 (a) of the bill. The 
term does not, however, include cash, Government bonds, or certain short-term 
obligations. 

If a corporation which qualifies as a bank holding company under the act 
chooses the second alternative route, it may distribute to its shareholders voting 
bank stock or other property of a kind which causes it to be a bank holding 
company without the recognition of gain to the recipient shareholders. The 
3oard must certify, however, that distribution of property of that kind is neces- 
sary or appropriate to effectuate the policies of this act. In such a case, the 
corporation may, for example, distribute to its shareholders all of its shares of 
voting bank stock without the recognition of gain even though it would be pos- 
sible to retain shares of stock in one bank without being classified as a bank 
holding company. 

The distribution of “prohibited property” or of voting bank stock or other 
property of a kind which causes it to be a bank holding company may be made 
either directly to the shareholders of the corporation which is a bank holding 
company or may be transferred to a wholly owned subsidiary expressly created 
for the purpose of receiving the preperty. The stock of the subsidiary must be 
immediately distributed to the shareholders of the corporation which is a bank 
holding company if the distribution is to be made under this bill without the 
recognition of gain to the shareholder. 

With respect to the distributing corporation the usual provisions of the In- 
ternal Revenue Code of 1954 apply. Under these provisions, gain generally is 
not recognized to the distributing corporation except under unusual circum- 
stances such as the distribution of LIFO inventory, the distribution of property 
subject to a liability in excess of the adjusted basis, or the distribution of cer- 
tain installment obligations. 

Nonrecognition treatment is restricted by the bill to property owned on May 
15, 1955. This restriction is necessary to prevent corporations from purchasing 
interests in banks or other property so that their shareholders may get the 
benefit of the tax treatment provided by this act. The restriction does not 
ordinarily apply, however, to property received in a transaction in which gain 
is not recognized under this bill or to the stock of a subsidiary created and 
distributed under the provisions of this bill. 

To prevent certain tax avoidance possibilities, the bill does not extend non- 
recognition treatment to any portion of a distribution attributable to a contri- 
bution to the capital of any corporation where the contribution is made after 
May 15, 1955. This restriction applies whether or not the contribution to capital 
is made by a shareholder of the corporation receiving such contribution. In 
the case of a contribution to the capital of a bank, however, the limitation does 
not apply if it is determined that avoidance of Federal income tax was not one 
of the principal purposes for the making of such contribution. 
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In order for the shareholders of a bank holding company to be entitled to non- 
recognition treatment under the bill a final certification must be obtained from 
the Federal Reserve Board. Where the corporation has chosen to distribute its 
“prohibited property,” the certification must be to the effect that the corporation 
has disposed of all property necessary for compliance with the act within the 
statutory period permitted for divestment. Where the corporation has chosen to 
distribute voting bank stock or other property of a kind which causes it to be a 
bank holding company, the certification must be to the effect that the corporation 
has ceased to be a bank holding company within 2 years after the date of enact- 
ment or before the expiration of any authorized extensions of such period by the 
Board. 

Subsection (b) of section 1102 of H. R. 6227 relates to the period of limitation 
on the making of an assessment or the collection by levy or a proceeding in court. 
Such period, it is provided, shall not expire, with respect to any deficiency 
¢including interest and additions to the tax) resulting solely from the receipt 
of property to which subsection (a) or (b) of section 1101 applies, before 1 year 
after the corporation notifies the Secretary or his delegate that final certification 
by the Board with respect to the corporation from which such property was 
received has been made under section 1101 (e). This provision is technically 
defective in several respects. Since the purpose of this provision is to extend the 
statutory period in situations which do not qualify for nonrecognition of gain 
under section 1101 (a) or (b), there should be substituted for the phrase “to 
which subsection (a) or (b) of section 1101 applies,” on lines 23 and 24 of page 
25 of the bill, the words “in a distribution certified by the Board under section 
1101.” Moreover, no provision is made in this subsection for the termination of 
the additional period provided by this subsection where the corporation is not 
able to obtain final certification from the Board. Accordingly, it is suggested that 
this subsection be modified to provide for the situation where the corporation 
notifies the Secretary or his delegate that final certification has not been ob- 
tained. Finally, it is the opinion of the Department that the reference to section 
6502 in section 1102 (b) should be eliminated as it is not administratively desira- 
ble to have the period for collection be other than that prescribed in section 6502. 

Subsection (c) of section 1102 of H. R. 6227, as amended, relates to the alloca- 
tion of earnings and profits where a qualified bank holding corporation exchanges 
solely “prohibited property” or voting bank stock (or other property of a kind 
which causes it to be a bank holding company) for all of the stock of a second 
corporation created and availed of solely for the purpose of receiving such prop- 
erty and where such stock is then distributed by the qualified bank holding 
corporation to its shareholders. In such cases the earnings and profits of the 
qualified bank holding corporation are allocated between such corporation and 
the corporation receiving the property, under regulations prescribed by the Secre- 
tary or his delegate. The Department is of the opinion that this rule should be 
extended to all situations where a qualified bank holding company distributes, 
with respect to its stoek, the stock or securities of an 80-percent controlled cor- 
poration under section 1101. Section 312 (i) of the Internal Revenue Code of 
1954 provides for a similar allocation of earnings and profits upon certain dis- 
tributions of the stock of 80-percent-controlled corporations, 

In several respects the tax provisions of H. R. 6227 need clarification. The 
Department will be pleased to make its representatives available to work with 
members of the committee's staff in the development of tax provisions incorpo- 
rating the tax policy set forth in H. R. 6227 and in this memorandum. 


TREASURY DEPARTMENT, 


July 12, 1955. 
Hon. J. W. FULBRIGHT, 


Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Reference is made to your letter of June 16, 1955, 
requesting a statement of this Department's views on H. R. 6227, to provide 
for the control and regulation of bank holding companies, and for other purposes. 

The Treasury Department favors reasonable legislation for the regulation and 
control of bank holding companies. However, the Department believes that 
some of the provisions of H. R. 6227 are more drastic than is made necessary 
by any existing or foreseeable evils which need to be reminded. Other sections 
providing exceptions from the provisions of the bill cannot be justified. The 
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attached memorandum sets forth in detail the Department’s comments on the 
panking aspects of the bill. 

Section 11 (f) of H. R. 6227 would amend the Internal Revenue Code of 
1954 by adding thereto certain provisions relating to nonrecognition of gain. 
In a report and accompanying memorandum submitted to your committee with 
respect to S. 880, a bill to provide for the control and regulation of bank holding 
companies, this Department reviewed the tax provisions of H. R. 6227 and 
stated that the tax provisions of S. 880 should be changed to reflect the tax 
policy incorporated in H. R. 6227, with certain. exceptions which were noted 
and explained in our memorandum. Accordingly. with the exceptions noted in 
that memorandum, this Department does not object to the tax provisions of 
H. R. 6227. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
(Signed) W. RAaNpotpH Burgess, 
Acting Secretary of the Treasury. 


MEMORANDUM RE H. R. 6227, A Brit To PRovIDE For THE CONTROL AND REGULATION 
oF BANK HOLDING COMPANIES, AND FOR OTHER PURPOSES 


The Treasury Department favors reasonable legislation for the regulation and 
control of bank holding companies. However, we think that some of the pro- 
visions of H. R. 6227 are more drastic than is made necessary by any existing 
or foreseeable evils which need to be remedied. We have particular reference 
to section 5 (b) and 5 (e). 

Section 5 (b) would require the Board to give notice of any application under 
section 5 to the Comptroller of the Currency if a national bank is directly in- 
volved, or to the appropriate State authority if a State bank is directly involved. 
The Comptroller of the Currency or the State authority, as the case may be, 
would have power of disapproval. We strongly recommend that this section 
be eliminated, as we do not believe the law could be administered effectively 
by the Board of Governors of the Federal Reserve System with a veto power in 
the hands of the Comptroller of the Currency, and the 48 State banking super- 
visors. The Board, in our opinion, should have the exclusive power to approve 
or disapprove, but we consider it would be desirable for the bill to provide that 
the Board obtain the opinion of the Comptroller or the appropriate State super- 
visory authority, as the case may be. 

Under section 5 (b) of H. R. 6227, the Board is required to disapprove the 
application if the Comptroller of the Currency or the State supervisory authority 
files its written disapproval. Action taken by the Board is made subject to 
judicial review by section 9 of the bill, but apparently there would be no judicial 
review available of action taken by the Comptroller of the Currency or the 
State supervisory authorities pursuant to this legislation. While we are op- 
posed to section 9 in its present form, we think that the actions of the Board 
should be subject to judicial review in the event of supportable allegations that 
it had acted arbitrarily or capriciously. We also think that any action taken 
by the Comptroller of the Currency or any State supervisory authority which 
results in the Board being required to disapprove an application should be 
subject to judicial review in the event of supportable allegations that the 
Comptroller or the State supervisory authority had acted arbitrarily or 
capriciously. 

It would appear to us that there is a serious question as to whether the Federal 
Government should impose on State supervisory authorities duties which are not 
prescribed by the State laws under which they operate. 

Section 5 (c) would require the disapproval of any application by a bank 
holding company to acquire stock in any bank located outside of the State in 
which the bank holding company has its principal office and place of business, 
or to acquire stock in any bank except within the geographic limitations that 
would apply to the establishment of branches of banks under State law. This 
would mean that a bank holding company with its principal office in a nonbrench 
banking State could not acquire any additional bank stock, and that bank ho'ling 
companies operating in several States could not acquire any additional banks in 
States in which they now operate but in which they do not maintain their princi- 
pal office and place of business. There would be no discretionary pewer lodged 
in the Board to approve such acquisitions and thus the statute would prevent such 
acquisitions no matter what the exigencies ef the situation might be. This sec- 
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tion could very well operate in the future to prevent banking services being 
furnished by holding companies which desire to furnish such services and where 
such services are desired and needed. We think that the Board should have 
discretionary authority to approve acquisitions by bank holding companies in 
States other than that in which the bank holding company maintains its princi 
pal office, as well as in its own State. We do not believe that adequate reasons 
are apparent for confining holding companies to ownership of banks located in 
a single State, and we do not believe that the operations of existing holding com- 
panies across State lines can be shown to be detrimental but, on the other hand, 
in many cases they have been beneficial. With respect to confining the expansion 
of holding companies within geographic limitations which apply to the establish 
ment of branches, the same objections apply, and in addition this Department 
has long recognized that bank-holding-company operations and branch banking 
are different, and we think there is no justification for treating them as equiva 
lent. 

We are opposed to exempting mutual savings banks from the provisions of this 
legislation. As you know, many savings banks own large blocks of bank stock 
including national-bank stock. We see no reason whatever why a mutual savings 
bank if it owns 25 percent or more of the stock in two or more banks should 
not be subject to control and regulation just as any other holding company. 
There is no reaSon why it should be permitted to acquire additional bank stocks 
or to engage in businesses other than banking to a greater extent than any other 
holding company. 

H. R. 6227 contains several additional exceptions to its provisions which were 
not contained in the original legislation as introduced in the House. In our 
opinion there is no justification for making the provisions of holding-company 
legislation applicable to some but not to others. We think that anyone who comes 
within the definition of bank holding company as contained in the legislation 
should be regarded as such and there should be no exceptions in the absence of 
clear and compelling reasons. The last sentence of section 3 (c) of H. R. 6227 
provides an exception for the administrators of an individual’s estate, the execu- 
tors of an individual’s will, the trustees appointed under or pursuant to an 
individual’s will, and the trustees of an irrevocable trust agreement the corpus 
of which is donated by one donor and consists only of such donor’s property. We 
think there is no justification for this exception. Under this provision pre- 
sumably a bank holding company could establish an irrevocable trust for the 
benefit of its shareholders and transfer all of the bank stocks which it owns to 
the trustees who would then be exempt from regulation under the bank holding 
company legislation. 

The last phrase of section 6 (c) (4) would permit the retention of shares 
lawfully acquired and owned prior to the date of the legislation by a bank or any 
of its subsidiaries which is a bank holding company. We see no reason why a 
holding company which is a bank or a subsidiary of a bank should be permitted 
to retain shares in companies other than banks if other banking companies are 
not permitted to do so. 

With respect to the remainder of the provisions of H. R. 6227, other than the 
tax provisions, you are respectfully referred to the Treasury Department com- 
ments on 8S. 880 with the provisions of which they are for the most part identical. 


Senator Frear. Mr. Gidney, on page 3, the one objection that you 
had to S. 2350, would you not be willing for the Comptroller of the 
Currency to express his views in an affirmative way rather than to 
just have his views expressed? In other words, that the Board of 
Governors could not proceed in the case of national banks without 
the affirmative approval of the Comptroller of the Currency ? 

Mr. Gipney. I had assumed that they would seek our views, either 
affirmative or negative, and we hope they take them into considera- 
tion. Now, we would have power to act centered in one place. True, 
it might seem attractive for us to have a veto power, but I don't 
see how the machinery could work unless you have the authority to 
do the thing centered in one place. 

Senator Frear. Well, we are centering the authority in S. 2350, or 
that proposed legislation centers the authority in the Federal Reserve 
Board. But it does, as you have stated, ask you, the Comptroller 
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of the Currency, if you concur in the acquisition of stock by holding 
companies. That is in the case of national banks. Do you think 
that the national banks should have that veto power or the aflirma- 
tive approval power placed in the Comptroller of the Currency 
which the State banks do not have? 

Mr. Gipney. No; we are not asking for that. We do not think so. 
The law says that the Board shall consider any views or recommenda- 
tions. Yes, that applies to us, because any views or recommendations 
which may be submitted by the Federal bank supervisory authorities 
we would come within that. So we would submit our views or recom- 
mendations, affirmative or negative. But they would make the 
decision. 

Senator Frear. You think, however, that they would probably not 
override a veto from the Comptroller of the Currency as pertains 
to national banks. 

Mr. Giwnery. Yes: I think they would. They would have to make 
the decision. I am sure they will make it. I am sure they will give 
due weight to our views. I would not expect that they would in all 
cases accede. 

Senator Frear. But you are firm in your conviction that this should 
be administered and the final vote given the Federal Reserve. 

Mr. Gipney. In one place, and that we recommend should be the 
Federal Reserve. 

Senator Frear. Senator ona 

Senator Dovetas. Well, I am just marveling at the self-denying 
qualities of the Chneabeliens in saying that he does not want to exercise 
a veto, that he wants to have the final power placed with the Federal 
Reserve Board, he being advisory. This is most unusual, Mr. Gidney, 
for a Government official. How do you account for it? 

Mr. Gipney. I suppose it is perhaps unusual, but I think we want 
something that will work. 

Senator Doeutas. Has your statement been cleared with the Bureau 
of the Budget? 

Mr. Jenntnes. Yes; it has been cleared. 

Senator Doveras. This confirms my belief that the Federal Reserve 
Board is a very important part of this administration. 

Mr. Gipney. I would say so. 

Senator Doveras, And not as independent an agency as Congress 
originally designed. 

Senator Frear. I just want to say Mr. Gidney has had considerable 
experience—I think you came from a bank in Cleveland, did you not? 

Mr. Gipney. I have had experience working with the holding com- 
panies in New York and in Ohio over many years. 

Senator Doveias. Mr. Gidney, does it ever happen that men who 
are elected directors in banks controlled by bank holding companies 
turn over virtually all of the rights connected with their qualifying 
shares to the bank holding corporation ? 

Mr. Gipney. Well, that is a very technical question. I don’t think 
that I can answer that yes or no. 

Senator Doveras. Do the stock-option provisions have to be filed 
with you? 

Mr. Gipvey. I think not. 

Mr. Jenntnes. No, they are not filed with us, Senator. 
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Senator Doveias. You have no record of the provisions of the 
stock-option plans under which it is said that directors of banks con- 
trolled by certain bank holding companies qualify for office? 

Mr. JENNINGS. We do in a gr reat many instances, Senator. 

Senator Doveras. You do, 

Mr. Jenninas. Yes. 

Senator Dovenas. Do you have any in the case of the Northwest 
Bank Corp. ? 

Mr. Jenninos. I believe we are familiar with that. 

Senator Doveias. Well, would you inform the committee what is 
the procedure in these cases—in this case? 

Mr. JenninGs. I would like to qualify it in this way. I would like 
to outline what is quite common among the holding companies. 

Senator Douetas. I specifically addressed the question to the 
Northwest Bank Corp. 

Mr. Jennines. Well, I am afraid I cannot answer that specifically, 
then. 

Senator Dovetas. Would you submit for the record a stock-option 
plan. Is it true that the directors who receive the required number 
of qualifying shares must immediately assign the shares in blank to 
be held in safe keeping by the Northwest Bank Cor p.? 

Mr. Gipney. 1 don’t think that is true, but I think that this is a 
case where we are not in a position to give you the best evidence, 
You will have the Northwest Bank Corp. representatives before you, 
I expect. 

Senator Doue.as. I understand. But you are a public representa- 
tive. 

Mr. Gioney. That is right. 

Senator Doueias. We have the right to ask the public representa- 
tives for information. 

Mr. Gipnry. Well, I haven’t full information on that. 

Senator Dovetas. Would Mr. Jennings have information on this? 

Mr. Jenninos. I believe we have, Senator. 

Senator Doveras. Well, do you have it now? Would you be able 
to make a statement at the present moment ? 

Mr. Jennrnos. No, I do not have it with me. 

Senator Doveuas. Is it true that it is impossible for the directors 
to sell or assign qualifying shares and that they have no physical 
possession of the stock ? 

Mr. Jennines. You are still holding your question to the North- 
west Bank Corp. ? 

Senator Dovet as. That is correct. 

Mr. Jennies. I cannot answer that, sir. 

Mr. Giwney. I don’t think that is true. 

Senator Doveras. You don’t think it is true in the case of the 
Northwest / 

Mr. Gipney. I don’t think it is true. 

Senator Dove.as. Is it true that if a director should be with the 
bank for 10 or 15 years, that all his share of the accumulated profit 
would not go to him, or that he would only receive the amount which 
he paid for the shares, which was, let us say, several hundred dollars 
a share? 

Mr. Gipnery. We don’t have that information with us today. 
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Senator Doveras. These questions which I have addressed to you 
have been primarily in terms of the Northwest Bank Corp. Do you 
hold stock options for this company? Do you have copies of them? 

Mr. JenniNGs. No; we do not hold the stock options in our records 
at all. 

Senator Doveras. Where do you get the information ? 

Mr. Jennines. We are familiar with the plans used in many in- 
stances, but I do not have in my mind the specific plan. 

Senator Dovetas. Do you have replicas of these stock options ? 

Mr. JENNINGS. We do in some cases, I believe, sir. 

Senator Doueias. Would you submit for the record all cases of 
stock options that the bank owns. 

Mr. Gipney. That is that we have. 

Senator Dove.as. That you have. 

Mr. Gipney. Yes, sir. I don’t think we have any, but I will see. 

(The following was received with reference to the above :) 


COMPTROLLER OF CURRENCY, 
July 7, 1955. 
Hon. A. Wriwis ROBERTSON, 
Chairman, Subcommittee on Banking, 
Senate Committee on Banking and Currency, Washington, D. C. 


My Dear Senator: During my testimony before your subcommittee on July 
5, 1955, with respect to bank holding company legislation, a member of the com- 
mittee indicated an interest in contractual arrangements which may be in 
effect between bank holding companies and the directors of banks controlled 
by them, under the terms of which directors might be required to resell their 
qualifying shares of bank stock to the holding company at such time as they 
might cease to be directors. I agreed to furnish to the committee copies of any 
such agreements which we might have in our files. 

I find that we do not have in our files copies of any such agreements which 
are to our knowledge currently being used. However, we are familiar with 
some of the terms of some of these agreements. As a general rule holding com- 
panies which sell qualifying shares to directors in banks owned by them do so 
under an agreement which imposes upon the directors the obligation of reselling 
the shares to the holding company at such time as they may cease to be direc- 
tors of the banks. In some cases the directors execute demand notes in pay- 
ment for the shares and in other cases they actually pay cash for them. We 
believe that in most cases the holding company is not obligated to repurchase 
the shares but merely has the option to do so if it so desires, although there 
may be cases in which the holding company is obligated to repurchase the shares. 
In the usual case the price at which the corporation will repurchase the shares 
is stipulated in the agreement. This price may be par value in some cases and 
book or market value in other cases. 

With respect to the position of this office concerning such repurchase agree- 
ments, as a general rule we would object to any such agreement which vested 
in the corporation an absolute option to repurchase the shares within a specitied 
period since under these circumstances the corporation could disqualify a 
director at any time by exercising its option to repurchase. Subsection (c) of 
paragraph 4210 of the Digest of Opinions of the Office of the Comptroller of the 
Currency Relating to Operations and Powers of National Banks, provides that: 

“Shares of national bank stock which are purchased subject to an absolute 
option vested in the seller to repurchase the shares within a specified period are 
not owned by the purchaser ‘in his own right’ for purposes of qualifying as a 
director of the bank under Revised Statutes 5146. The retention of such an 
option by the seller would enable him to disqualify the purchaser as a director 
at any time simply by exercising the repurchase option, and this possibility would 
be inconsistent with the concept of bona fide independent ownership upon which 
the stock ownership requirement is based.” 

Of course, our examiners take all reasonable steps to ascertain at the time 
of examining each national bank that its directors do own in their own right 
the necessary qualifying shares. 
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You are also referred to the decision of Transamerica Corporation v. Parring- 
ton ((Cal. 1953) 252 P. 2d 385). That was a suit brought by Transamerica 
Corp. to compel the defendants who had resigned as directors of a Transamerica- 
owned bank to resell their qualifying shares to Transamerica in accordance with 
a repurchase agreement under the terms of which the directors had agreed that, 
upon ceasing to be directors, they would sell the shares purchased by them from 
Transamerica back to Transamerica on its written requisition therefor at the 
price of $150 per share plus 5-percent interest from the date of the agreement to 
the date of repurchase less the amount of any dividends paid on said shares. 
The California District Court of Appeals held that the directors, while they were 
serving as such, had owned in their own right the necessary qualifying shares, 
and that they could be compelled to resell the shares to Transamerica in accord- 
ance with their agreement. In its opinion the court stated (p. 392) : 

“We fail to see anything inherently unlawful or contrary to public policy in 
an agreement whereby the sole stockholder of a corporation sells some of its 
shares to those who are to be connected with its operation or management as 
officers or employees with a reservation of the right to repurchase the shares at 
a stipulated price should the purchasers cease their connection with the corpo- 
ration. Indeed this is now a common practice in both large and small corpo- 
rations.” 

Needless to say, if we can furnish you any further information, we shall be 
glad to do so. 

Sincerely yours, 
R. M. Gipney, 
Comptroller of the Currency. 


WasHINGTON, D. C., July 15, 1955. 
Hon. A. WILLIs ROBERTSON, 
Chairman, Subcommittee on Banking, 
Senate Committee on Banking and Currency: 


At request of Senator Douglas you are advised with reference to the second 
paragraph of our letter of July 7, 1955, that the most current copy of an agree- 
ment in use between holding companies and directors of banks owned or con- 
trolled by such holding companies dates back to 1946. The copies of such agree- 
ments in our files are not currently being used. We are, of course, generally 
familiar with the substances of certain of the agreements currently in use but 
we do not have copies in our files. 


L. A. JENNINGS, 
Acting Comptroller of the Currency. 


Senator Dovetas. This is a general question. Is it not possible for 
the terms of these stock options to be such that the directors become 
dummies—the ostensible directors are in reality dummies? 

Mr. Gipney. Well, that is a question that is a matter of definition. 
And if you have a corporation that owns 98 percent of the bank, and 
the directors own only qualifying shares, what you call them——— 

Senator Dove.as. Well, if the qualifying shares of the directors are 
turned over to the bank holding corporation and the directors cannot 
sell or assign the shares, to what degree can they be said to be actual 
owners of this stock ? 

Mr. Gipney. Well, that is a question with an “if” in it. 

Senator Douenas. That is right. Well, now, you have evidently 
given this some thought. Are there any bank holding companies 
where this practice prevails? 

Mr. Gipney. I don’t know about the exact practice in the exact 
terms you have specified. 

Mr. Jennines. Well, I can say this, Senator. I believe there are 
holding companies that sell their shares to a prospective director or 
to a director who has been elected. And they sell the stock at its book 
value. They do take a repurchase agreement from the director. But 
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the terms of the repurchase agreement in some cases that I-have in 
mind do provide that when that individual ceases to be a director, the 
stock is then resold to the holding company at its then book value, so 
that if the book value increases over those years, very definitely that 
director has an interest in seeing to it that the affairs of that bank 
progress, because the stock will be sold at the book value. 

Senator Dove.as. In those cases, does the director assign the shares 
to the holding company ? 

Mr. Jenntneos. I don’t believe that they are necessarily assigned to 
the holding company. It is just a repurchase agreement, the right 
of first refusal goes to the holding company relative to the sale of the 
stock when the individual ceases to be a director. 

Senator Dovetas. A director cannot sell in the open market. 

Mr. Jennines. No. 

Senator Doveras. He cannot assign the stock to anyone else. 

Mr. Jenntnes. Well, I would not be positive on that point, sir. 

Senator Doveias. Who furnishes the money with which the director 
buys the qualifying shares? 

Mr. Jenntnes. Well, I would say that varies, Senator. 

Senator Doverias. Are there any cases in which the bank holding 
corporation furnishes the money to the ostensible purchaser ? 

Mr. Jennineos. I believe that would be true in certain cases, yes, sir ; 
in the form of a note, possibly. 

Senator Doveuas. In those cases, is not the bank holding company 
really the owner of these shares of stock ? 

Mr. Jenntnos. Legally they are not the owner, sir. 


Senator Doveias. Legally they are not the owner, but actually. 

Mr. Jennines. Well, that is a matter of opinion, of course. 

Senator Dove.as. In these cases they furnish the money, they have 
the right of first option on purchase at stated prices, exercise voting 
rights—does the bank se company have voting rights, too? 


Mr. Jenninos. No, I would not say so, Senator. I do not believe 
they do. To begin with, they don’t need the voting right. In 99 
percent of the cases they have plenty of margin anyway. So I don’t 
believe voting rights are involved, sir. I have never run into an 
instance where the voting right was involved. 

Senator Doverias. In many of the cases these directors are mere 
fronts, are they not, for the holding company. 

Mr. Jennrnes. Well, I would say I could not agree with that state- 
ment. I believe that—— 

Senator Doucias. You say in many cases. 

Mr. Jenntnes. I cannot agree with the statement, Senator, because 
I do believe this, from my own observation in many cases over a num- 
ber of years—that the directors in banks that are controlled by holding 
companies are sincere individuals, they are trying to do a good job of 
setting the policies of the particular bank that they are connected with. 
[ don’t think they are dummies. I really do not. I think they are 
doing a good job. 

Senator Dovetas. If it is not a bona fide investment of their part, 
if they cannot sell the stock, if they cannot assign the stock, if profits 
from the stock go to the bank holding company rather than to. them- 
selves, namely to purchase at a given price, just how much individual 
ownership do they have? Of course, the accuracy of these “ifs” will 
depend upon the documents which you submit. 
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Mr. Jennines. Well, Senator, I think this should be considered too. 
At the present time, and for many years, in order to be a director of a 
national bank, it has been necessary to own in the director’s name 
shares having a par value equal to a thousand dollars. Now, cer- 
tainly for many people, at least, the ownership of shares having a par 
value of a thousand dollars is not the difference between having a real 
interest in a bank - doing a bang-up job as a director, and not doing 
that kind of job. I don’t believe that the financial interest in many 

cases of only a thousand dollars is the difference between being a good 
director and a poor director. 

Senator Dovenas. It is an inducement, is it not? 

Mr. Jennines. Yes; but I think in many cases it is a very small in- 
ducement, Senator. I don’t think it makes the difference between a 
good director or a poor director. 

Senator Dove.as. Well, it helps, does it not? 

Mr. Jennines. If the individual has a substantial interest in the 
bank, I think it very definitely helps. But certainly a man’s repu 
tation, his desire to do a proper job in a bank, can weigh heavily with 
an individual, whether he has a thousand dollars in the stock of the 
bank or whether he, let’s say, has given his note to a holding com- 
pany and has obtained the shares and has then entered into a repur- 
chase agreement. I don’t believe that that particular transaction 
takes away from the director the desire to exercise to the fullest his 
bility to do a good job as a director in that bank. 

Senator Doveras. It may not eliminate it—it certainly would not 
eliminate it. But would it not reduce it. That is the point. 

Mr. Jennines. I have seen no evidence that would bear that out, 
Senator. And I know quite a few of the directors in some of the hold- 
ing company banks and I think they are just as sincere, they are 
trying to do just as good a job as a director in a unit bank. 

Senator Doveras. They hold that position by sufferance of the hold- 
ing company, do they not? 

Mr. Jenninos. It is very true they could be voted out at the end 
of any 1 year: That is true. 

Senator Doveras. An individual’s stake is not great, if existent. 

Mr. Jennirnes. On the other hand, we have many unit banks that 
are owned 50, 60, 70 percent by 1 individual or by 2 or 3 families, 
and they have directors who own only a thousand dollars of the stock, 
and they are good directors. Just because the 2 or 3 families control 
the situation doesn’t mean that those people are not going to exercise 
independent judgment, if they are worth their salt. Of course, if 
they are precluded from exercising their judgment, they are going 
to get off the board, whether it is a holding company bank or whether 
it is a unit bank owned in the majority by 1 or 2 individuals. 

Senator Dovenas. I take it, then, you really do not have any objec- 
tions to holding company banking. This is quite an eloquent defense 
of holding ompany banking that you are carrying out. 

Mr. Gipney. Senator, we expressed our views on that in the testi- 
mony before the House committee. We found holding company bank- 
ing in many cases had done a very good job, excellent job. 

Senator Dovenas. Yes. And now what are your views? 

Mr. Gipney. That still is our view. 


Senator Doveras. So you are not enthusiastic about any of these 
bills. 
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Mr. Gipney. Yes; I am enthusiastic for a bill which will place 
expansion under control and the divestment of other business. But 
[ think that 

Senator Dovetas. If these directors are such earnest and capable 
people, why not let them run the banks, why not let them continue‘ 
Why is it you are proposing to control future growth and advocate 
divestment of nonbanking facilities. 

Mr. Gipney. I think I can explain that by saying that if a charter 
for a new bank is sought, that has to be passed upon and approved. 
If an establishment of a branch is to be undertaken, that has to be 
passed upon and approved. I think that if a holding company is 
going to expand and go out and get another bank or establish a new 
bank, that that should have approval, particularly going out and 
quiring an existing bank, because if they are establishing a new 
bank, there is provision for approval. 

Senator Doveras. You seem to be arguing in favor of a discre- 
tionary quality rather than mandatory prohibition on growth of—— 

Mr. Gronry. I think that is true, yes, sir. 

Senator Dovetas. Well, then, in this respect, you differ from S. 2350, 
do you not ¢ 

Mr. Giwney. I think S. 2350 is 

Senator Doveras. You think that is only discretionary. 

Mr. Gipney. I think 8. 2350 has provisions which I think are desir- 
able. And of course—— 

Senator Doveras. Well then, would you say the difference between 
S. 2350 and H. R. 6227 is that H. R. 6227 would prohibit future growth 
of bank holding companies whereas 8S. 2350 would permit them, if 
the Federal Reserve Board so desired ? 

Mr. Gipney. I think both bills would permit them if the Board 
approves, except that H. R. 6227 places some limitations upon where 
they can be approved. But both bills require the Board approval. 
And I believe that the provision of section 3, which requires the 
Board approval, is an adequate treatment of the subject in that respect. 

Senator Doveias. You do not favor any legislation which would 
bind the Federal Reserve Board to refuse approval in certain cases. 

Mr. Gioney. I think that the standards are introduced in S. 2350 
which they shall take into consideration. Section 3 (b) of S. 2350 is 
a statement that the Board shall take into consideration various fac- 
tors—the financial history and condition of the bank holding com- 
pany or —— and the banks concerned; their prospects; the 
character of their management; the convenience need and welfare of 
the communities and the area concerned; and whether or not the 
effect of such acquisition or merger or consolidation would be to 
expand the size or extent of the bank holding company system involved 
beyond limits consistent with adequate and sound banking and the 
public interest and the preservation of competition in the field of 
banking. It is a very good paragraph I should say. 

Senator Doveias. Do you not want any statutory prohibition on 
acquisitions and mergers, future acquisitions and mergers, if a com- 
pany is found to be a bank holding company? You would say it is 
necessary not only to find it is a bank holding company, but any 
future acquisitions should be in the public interest. 

ye Gipney. Well, under these considerations which are well spelled 
out here. 
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Senator Dove.as. I mean the question whether there should not be 
some legislative provisions merely requiring that the company is a 
bank holding company, and from then on it would be required to divest 
itself of nonbanking groups and not absorb further banks. 

Mr. Gipnry. Well, section 4 would renee them to divest themselves 
of nonbanking interests, and section 3 (b) places the limitations upon 
their expansion in the discretion of the Board. 

Senator Dove.as. Yes, sir, that is my point. 

Mr. Gipney. That’s what I figured. 

Senator Dovenas. But suppose the Board is made up of people like 
yourself who seem to like bank holding corporations. 

Mr. Gipney. I don’t like to have you put me in a pocket on that. 

Senator Doveras. Well, I take it your testimony and the testimony 
of Mr. Jennings on the whole is favorable to the bank holding com- 
panies. Suppose the Federal Reserve Board has your opinion ¢ 

Mr. Giwney. I think we should say—we have said in some other 
testimony in other occasions that we are not for one thing or another. 
We are trying to do our job right down the middle. We are trying 
to work with the laws as they are given to us, administer them as they 
are. We like to consider the facts of each case and whether the bank 
holding companies have been doing a good job. We like to give credit 
where credit is due, and if we see something that is not good, we like to 
have it stopped. 

Senator Doveras. The concentration of banking power, then, does 
not seem to you to be an evil in itself. It all depends what is done 
with this power, is that right ? 

Mr. Gipney. Well, concentration of banking power and concentra- 
tion of all power is a big subject. A holding company is one way of 
getting banking power up to a large amount. You can have a large 
banking power without holding companies. 

Senator Doveias. I understand. But certainly this is one way 
you can have it. 

Mr. Gipney. The largest bank in the world today is not owned by a 
bank holding company. 

Senator Doveras. I understand. But take some of the bank hold- 
ing corporations—they have control of a very large section of the 
credit in the so-called Northwestern States. 

It seems that whenever we get into the most interesting portions 
of the testimony, the bell rings and our presence is expected on the 
floor. Mr. Gidney, from past testimony and testimony this morn- 
ing, I would say you were rather tepid on the subject of concentration 
of banking power through bank holding companies. 

Mr. Gwe y. I have said before that the bank holding companies 
have done a good job. The two you have mentioned have done a 
particularly good job. 

Senator Doveras. You do not view concentration of power as some- 
thing which is against the public interest in itself. 

Mr. Gipnry. I would say that the concentration of banking power 
represented in those two has been beneficial for that section. That is 
my belief. 

Senator Doveias. So if you were a member of the Federal Reserve 
Board, you would not vote to restrict their future growth. 

Mr. Gwnery. I am not a member and not in danger of becoming one. 
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Senator Frear. The subcommittee will stand in recess until 2:30 
p.m. this afternoon in this room. 

We appreciate your appearance before this committee this morning 
and your testimony has been valuable to the members of the subcom- 
mittee. Thank you. 

(Whereupon, at 12: 15 o’clock p. m. the subcommittee recessed until 
2: 30 o’clock p. m. of the same day. ) 


AFTERNOON SESSION 


Senator Frear. The subcommittee will come to order. 
The first. witness this afternoon is Mr. H. Earl Cook, Chairman of 
the Federal Deposit Insurance Corporation. 


STATEMENT OF H. E. COOK, CHAIRMAN, ACCOMPANIED BY ROYAL 
COBURN, GENERAL COUNSEL, FEDERAL DEPOSIT INSURANCE 
CORPORATION 


Mr. Coox. Mr. Chairman, my associate, Royal Coburn, the General 
Counsel of the Corporation. 

Senator Frear. Mr. Coburn. 

Mr. Cook, again we are happy to have you before one of the Senate 
committees of which I am very proud, to have representatives of the 
Federal agencies, such as you and your counsel to appear here with us. 

Your testimony, I see, is most considerately short and you may pro- 
ceed in any manner that you think would give us the most information 
in the least time. 

Mr. Coox. So Miss Chase informed me when she called me the 
other day, that brevity would be the choicest thing. 

Senator Frear. Thank you very much, but we don’t want you to 
leave out anything that is important, and I know you won’t sir. 

Mr. Coox. Well, you are very kind, Mr. Chairman. If you don’t 
object, I will read the statement that I have. 

Senator Frear. Fine. 

Mr. Coox. Mr. Chairman and members of the committee, as you 
well know, there are numbered among the banks insured by the Cor- 
poration independent units, as well as units owned directly or indi- 
rectly by holding companies, as that term is used in the proposed 
legislation. The Federal Deposit Insurance Act requires that our 
directors “shall administer the affairs of the Corporation fairly and 
impartially without discrimination.” It is our view that these pro- 

visions demand that the Corporation shall not prefer nor discriminate 
in favor of or against any bank by reason of lack of holding company 
interest, in the unit. We have scrupulously endeavored to adhere to 
this mandate. 

It has been the experience of this Corporation through the years 
that the bank holding companies are not inherently dangerous nor 
do they, per se, create problems which require additional attention 
or scrutiny of the Corporation. On the contrary, on the whole, banks 
owned and directed by holding companies have presented fewer prob- 
lems as to capital funds, asset condition, and management than have 
unit banks under independent management and control. This does 
not mean that holding companies are without fault nor that their 
banks are free from problems. We merely mean to say that, up to 
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this point, the Corporation does not feel that the holding companies 
subject the Corporation to additional or increased risks. 

We wish to state emphatically that we believe the subject matter of 
this and other bank holding company legislation is deserving of con- 
sideration from Congress. The further expansion of the holding 
company systems should be screened and regulated. We recommend 
the Board of Governors of the Federal Reserve System as the proper 
agency for the administration of this responsibility. We are in sym- 
pi ithy with the aim and purposes of the bill currently under considera- 
tion. Due to the fact that it will be necessary for Congress to con- 
sider alternate proposals contained in 8. 880, S. 2350, and H. R. 6227, 
we would note that the bills are quite similar in text but that there are 
certain provisions in each of the bills concerning which we wish to 
make specific comments. In fact, S. 880 and H. R. 6227 parallel each 
other in major provisions, so that our brief comments will refer spe- 
cifically to H. R. 6227, although the statements will be applicable to 
both bills. 

In reference to section 7 of H. R. 6227, which provides for restric- 
tions on self-dealing, the Corporation is in full and wholehearted ac- 
cord with the purpose of these provisions. There is no similar restric- 
tion contained in 8. 2350 and we recommend that such provision be 
contained in any legislative program that is approved by Congress. 

Moreover, the problem of self-dealing is in no manner limited to 
transactions involving holding companies and their subsidiaries. It 
has been the experience of the Corporation that more losses have been 
sustained by self-dealing indulged in by banks under independent 
management than in units under holding company domination. 
Therefore, we would urge that the provisions concerning restrictions 
on self-dealing be extended either in this or in other legislation to 
banks whether independently owned or part of a holding company. 

It is noted that there is no restriction in either of the bills against 
the purchase or sale of assets among the units of a holding company, 
whereas it is through transactions of this character that many frauds 
may be effected. It is our conclusion that purchase and sales trans- 
actions should not be completely restricted but that safeguards should 
be established by law that would prevent management from dumping 
nonbankable assets or assets at an aggravated price into any bank. 

Section 9 of H. R. 6227 provides for a judicial review of all actions 
by the Board of Governors thereunder by a trial de novo. There is no 
similar provision in 8. 2350. We do not approve a substitution of 
judicial determination of the facts for the administrative findings of 
the Board of Governors as the administering agency. However, we do 
believe that the right of review should be specifically provided for in 
the bill and we would recommend that all actions of the Board of 
Governors under the authorities of the legislation should be judicially 
reviewed only in the event that its action is deemed arbitrary, capri- 
cious, unsupported by substantial evidence, or otherwise not in accord 
with the law. 

We would particularly recommend in any adopted legislation 
terminology that woud exclude the Federal Deposit Insurance Cor- 
poration from the definition of a bank holding company. The pro- 
visions contained in the second paragraph of section 3a of H. R. 6227, 
which is lacking in S. 2350, are satisfactory to accomplish this purpose. 
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Mr. Chairman, we wish to thank you for affording us an oppor- 
tunity of expressing our views on these matters. 

Senator Frear. I suppose I shouldn’t start.on the last page first, Mr. 
Cook, but this is the freshest in my mind. You do think the provisions 
in section 3a of H. A. 6227 should be incorporated in 8. 2350 or any 
of the other bills? 

Mr. Coox. That is our feeling, sir; yes. 

Senator Frear. On page 2, in your second paragraph regarding 
section 7 of H. R. 6227, it provides for restrictions on self- dealing. 
Will you briefly state what “self-dealing” is 

Mr. Cook. I am going to have our general counsel, who is better 
able, has more words in the English language, to express that. 

Senator Frear. Well, your language seems to fit in with mine. 
believe I can understand it. 

Mr. Coox. Thank you. 

Mr. Cosurn. Senator, there are provisions which prohibit the inter- 
sale of securities in H. R. 6227 that are absent, and there are no 
restrictive provisions in the other bill. We like those provisions. 

Senator Frear. How great a stress do you place on that? How 
adamant would you be if it were not included in the bill ? 

Mr. Cosurn. Well, we would not enter any great opposition to it. 
We are just recommending that you do give consideration to such 
provision. 

Senator Frear. You think it is a good section in the bill, but if it 
were not in there, how great a handicap would it be ¢ 

Mr. Copurn. It won’t be a great handicap at all in the administra- 
tion. It would really make the administration more simple. We 
wouid merely recommend it. 

Senator Frear. Assuming that a bank holding company also has 
other interests, the same theory would apply to the substituting of 
assets from a nonbanking interest to a banking interest in the bank 
holding company ? 

Mr. Copurn. Yes. 

Senator Frear. As a matter of fact, would it not have greater im- 
portance than to one that was strictly a bank holding company 4 

Mr. Cosurn. It would; yes. 

Senator Frrar. Where a bank holding company had its interests 
limited to banking entirely ? 

Mr. Copurn. That is right. Ifthe bank holding company is limited 
to holding the bank stoc k, of course the opportunity for self-dealing 
would be restricted. 

Senator Frear. Why do you select the Board of Governors of the 

Federal Reserve System as the agency that should handle this 
responsibility. 

Mr. Cosurn. It has been suggested in all the proposed legislation. 
They are presently dealing with | holding companies. The only agency 
of the three Federal agencies that is given specific power in reference 
to holding companies—the ( ‘omptroller has some general powers that 
refer generally to his supervision of national b: inks, but as the matter 
stands now the Board is the only agency that has presently considered 
them, and they have indicated the willingness to continue that. 

Senator Frear. I hope that this question will not be embarrassing 
to you, and I am sure it will not, but do you think it would be well to 
have the Comptroller of the Currency give a favorable opinion in 
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order for the Federal Reserve to execute the granting of these 
privileges ? 

Mr. Cornvrn. Well, I heard Mr. Gidney testify this morning. Both 
he and Governor Robertson were opposed to that. It is my own 
thought that it wouldn’t make any difference to us so far as the Cor- 
poration is concerned which way that authority was vested, in other 
words, whether or not the Comptroller would have veto power or the 
State commissioners would have veto power if it were State banking 
transaction. 

Senator Frear. Of course, the Comptroller of the Currency is rather 
closely related to the FDIC. 

Mr. Cornurn. The Comptroller is a member of our Board. 

Senator Frear. I didn’t know but what you might have a little 
more confidence in the Comptroller of the Currency than you did 
in the Federal Reserve, but apparently you feel pretty safe in the 
hands of either of those? 

Mr. Copurn. Yes, sir. 

Mr. Coox. We have the utmost confidence in both the Comptroller 
and the Federal Reserve Board. 

Senator Frear. Does the number of people on the Board of Gover- 
nors have any bearing on your thinking at all, a larger Board make 
any difference ? 

Mr. Coox. I wouldn’t say so; no. 

Senator Frrar. It is strictly the technical aspects of the Federal 
Reserve System that you feel is justification for your statement? 

Mr. Cosnurn. Yes. In other words, if it were a 3 or 5 instead of 
the 7, that wouldn’t make any difference. 

Senator Frear. Are there any particular bank holding companies 
to your knowledge, without mentioning them, that need corrective 
measures or are there sufficient bank holding companies where the 
abuse has been severe and this action should come into being without 
delay ? 

What I am trying to get at is you know we have had bank holding 
legislation before the C ongress for a number of years without action, 
and you people have been kind enough to come up and testify before 
both branches, and I believe, if I remember correctly, your testimony 
has been in favor all along of some type of bank holding legislation. 
We have gone along for a number of years. Has the condition 
deteriorated so that this legislation should be enacted expeditiously. 
or do you think we can lull along for another year or two? 

Mr. Coox. That poses quite a comprehensive question, Mr. Chair- 
man, but just on my own personal observation 

Senator Frear. All right. 

Mr. Coox. This has been in being for so long that it would seem 
to me that the time has come when it should be brought to a climax, 
and some answer resolved. The time is here to do that. I think 
that nothing is to be gained by further procrastination because the 
issues seem to be quite well joined, and it would seem to me personally 
that if the legislation would now be enacted, that it is absolutely fair 
and impartial all across the board, that it would be well. 

Senator Frear. Is it your opinion that bank holding legislation 
of the proper type can be an advantage to the economy of this country? 

Mr. Coox. I think it would in this way, Mr. Chairman, and that i is 
this, that presently there is this uncertainty and division of opinion, 
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and things of that kind are disturbing to the economy of the country 
and especially, of course, to banking, which has the primary interest. 

Senator Frar. I believe that you and I agree on the du: il banking 
system. I think we think it is a pretty stable part of our operation 
of this country. How far would you expect bank holding legislation 
to go that would prove either an advantage or disadvantage to the 
national or State institutions? 

Mr. Coox. Well, I am entirely in accord with you, Mr. Chairman, 
in support of our dual banking system. You and I have discussed 
that in the past, and we are entirely i in accord. 

My own personal view is this, that it would not work to the dis- 
advantage of either system of banking to have the proper type of 
bank holding company legislation. [ think possibly it might be 
beneficial in that it would define the issues and clarify them, which 
now have been in the state of flux for so long a period of time. 

Senator Frrar. Then you do feel as though it is an obligation or a 
duty of Congress to be on record and in a proper manner, we hope, 
now and not “delay action any longer? 

Mr. Coox. That is my opinion, sir. I think it would be well to take 
the action and make it definite and conclusive. 

Mr. Wauuace. Mr. Cook, getting back to the self-dealing for a mo- 
ment, you have taken a rather strong stand on that in recommending 
that it even be extended to independent banks as well as bank holding 
companies. The House bill which has this provision prohibits what 
is sometimes called upstream financial transactions. Is that what you 
have reference to, or would you include so-called downstream financial 
transactions, that is, the bank holding company investing in sub- 
sidiaries ¢ 

Mr. Cosurn. Could we think that going either way? 

Mr. Watiace. Either way. 

Mr. Cosurn. Yes, sir. 

Mr. Wautace. Then you would take a stronger stand than is in the 
House bill? 

Mr. Copurn. Yes, sir. 

Mr. Watiace. Because the House bill only stops the upstream ; 
you would stop all self-dealing—both upstream and downstream ? 

Mr. Copurn. Yes. 

Mr. Watxace. Is this stand taken on the basis of your position with 
the FDIC, that is, protecting your insurance accounts, because self 
dealing is an unsafe practice ¢ 

Mr. Cosurn. Yes, that is exactly it, and it is the position we have 
taken through the various hearings that have been conducted on this 
general subject matter. 

Mr. Wauuace. I see. 

Senator Frear. Thank you. I am sorry that there aren’t other 
members of the subcommittee here, but ore must have great confi- 
dence in your suggestions or they would probably be here to question 
you, Mr. Cook. 

Mr. Coox. Well, we appreciate it very much, and we are at your 
service any time you may call. 

Senator Frear. Well, thank you, and certainly there was_no inten- 
tion to throw any adverse light on the previous witnesses whatsoever. 

Thank you. 

Mr. Coox. Thank you very much, gentlemen. 
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Senator Frear. We have as our next witness Mr. W. J. Bryan, 
chairman of the legislative committee of the Independent Bankers 
Association, 

Mr. Bryan, do you and Mr. Harding want to present separate testi- 
mony? Isee you are both from the Independent Bankers Association. 


STATEMENT OF W. J. BRYAN, INDEPENDENT BANKERS 
ASSOCIATION OF AMERICA 


Mr. Bryan. Yes, sir. Mr. Harding represents the Independent 
Bankers Association of the 12th Federal Reserve District, which 
is a Separate association. 

Senator Frear. All right. 

Mr. Bryan, may I at the outset compliment you on giving us a very 
full statement which I have not yet had the opportunity to read, but 
[ am sure will prove very interesting to me, but the manner in which 
you have condensed it is extremely interesting, sir. 

Mr. Bryan. Thank you, Mr. Chairman. 

Senator Frear. As has been said before, I assume that you would 
like to go through the statement as you have given it to us and high- 
light any part that you would like to as you go along. Your com- 
plete prepared statement will be made a part of the record at the 
conclusion of your testimony. 

Also, Mr. Harding, who is president of the Independent Bankers 
Association of the 12th Federal Reserve District, 1 am sure during 
this testimony if you want to say anything in conjunction with Mr. 
Bryan, I hope you won’t hesitate at all. 

Mr. Harpinc. Thank you. 

Senator Frear. I am sure it will be agreeable to us. 

Mr. Harprna. I would like to read my statement when he is through 
at such time as suits your convenience. 

Senator Frear. All right, sure. 

Will you proceed, Mr. Bryan? 

Mr. Bryan. Mr. Chairman and members of the committee, my name 
is W. J. Bryan. I represent the Independent Bankers Association of 
America, which has a membership of more than 5,000 banks, 

In appreciate this opportunity to appear before you and should 
like to file a more complete statement for the record. 

Senator Frear. Without objection, your full and complete state- 
ment will be made a part of our record, sir. 

Mr. Bryan. We heartily endorse H. R. 6227, which is identical 
in most respects to S. 880. They have three principal and essential 
provisions, all based on the existing laws of the Federal Government 
and the 48 States: 

1. Since a bank cannot have branches outside its own State, a holding 
company cannot buy banks in other States; 

2. In States that prohibit or restrict branch banking, a holding com- 
pany is likewise prohibited or limited, unless the States specifically 
permit broader acquisition ; 

3. Since all banking laws, Federal and State, forbid banks to own 
other businesses, a bank holding company that owns such must dispose 
of either its bank or those businesses. 

I am sure I do not need to convince you gentlemen that evasion of 
the law should not be condoned. Our Federal and State courts have 
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consistently held that one cannot do indirectly that which is pro- 
hibited. As far back as 1911 the Solicitor General of the United 
States ruled that a bank holding company violated national law, and 
it was liquidated. Had this opinion been enforced by the officials 
charged with that responsibility, the present bank holding companies 
could not have been formed. Such omission shows the necessity for 
special legislation on this matter, instead of delegating broad dis- 
cretionary authority. 

More recently, Texas and Ilinois have held that holding companies 
violate their branch bank laws. However, State laws appear ineffec- 
tive against out-of-State holding companies, and Federal protection 
is necessary. 

The proposed bill is not punitive. It accepts the status quo. Hold- 
ing companies keep the banks now owned. Likewise, other organ- 
izations owning banks, but not classed as bank holding companies ’ 
ure not so classified by the bill. But if one of them owns 25 percent 
of 2 or more banks, it must qualify as a holding company before it 
could buy stock in additional banks. 

So the exemptions that we hear so much about are not nearly as 
broad or as general as has been suggested. 

The only divestment required is of nonbank assets. There is good 
opinion and evidence that such divestment would be beneficial to the 
stockholders of the few companies affected. 

As evidence of that fact, I should like to submit a release by a Los 
Angeles and San Francisco investment house under date of June 17, 
1955, which begins as follows: 

Passage of a bill by the House of Representatives requiring bank holding 
companies to divest themselves of nonbanking interests has focused market atten- 
tion on Transamerica, moving the stock up sharply Wednesday and Thursday 
morning. 

It is my understanding that since those hearings were held this 
particular stock has advanced approximately a thitd beyond its value 
as of that date, which indicates that the stockholders and investors do 
not feel that the investment would be so bad for the holding company. 

The holding company device has served as a Trojan horse in break- 
ing down State laws on branch banking. It will do the same to our 
national laws, and bring about nationwide branch banking, unless we 
forestall it by legislation. The United States, as every other country 
now has, will have 3, 4, or 5 banks with branches throughout the 
country. 

To those who say it can’t happen here, I would point out that we 
already have several States in which a single bank has over half of 
their respective deposits. In 1 State 2 banks have approximately 
90 percent. Most of these banks are controlled by out-of-State hold- 
ing companies. Two companies control 78 percent of another State’s 
deposits. Two others have almost half the deposits of a Federal 
Reserve district. From 25 percent to over 50 percent of several other 
States’ deposits are similarly controlled. These companies continue 
expanding, raising additional capital. There is no law to prevent 
their merging into one — holding company. 

The framers of the National Bank Act intended that national banks 
be local institutions and independent of each other. The law pro- 


vides that only natural persons can organize a bank, that three- 
65330—55———8 
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fourths of the directors be local people and own stock in their own 
right, free of hy pothecation. Yet it was brought out in your commit- 
tee’s hearings in 1953 that holding companies retain control over their 
subsidiary directors’ shares. The presidents of holding companies 
stated to the House Banking and Currency Committee last March that 
they—the company, not natural persons—had organized banks. 

State laws regarding bank organization are similar to the national. 
This dual system of home-owned and managed banks is the economic 
( -ounterpart of our political system. I believe that they have been the 
primary factors in the general development of this country. Are we 
going to see these banks suffer the same fate which produced an eco- 
nomic blight in Europe and Asia and forced country after country 
to embrace some ism to escape economic monopoly? What chance 
does free enterprise have if people with ideas and ability cannot 
obtain capital | with which to implement them ? 

In this year’s economic report of the President he states: 

The public policy to encourage the expansion of a free economy must assign a 
high place to measures that keep the doors of opportunity open for new and 
small enterprises. * * * The Government has a responsibility to maintain easy 
entry into trade and industry, to check monopoly, and to preserve a competitive 
environment, * * * 

Our leading companies were once small, and many got started because 
local banks had confidence in the ability of the founders. As the 
Commercial and Finance Chronicle has so well declared : 

Unit banking is peculiarily suited to the genius of the American people, to the 
democratic republican form of government which we have developed, to the 
nature of our business and industrial organization, to our social institutions, 
and to the individudélism which is the foundation of our national progress. * * * 
Let us never despise the day of small beginnings nor the virtue inherent in 
small things. 

I firmly believe that, with the exception of national defense, you 
ventlemen will consider no legislation as important to the future 
of our country as this is. On “behalf of our millions of customers, 
who are the ones really affected, we earnestly solicit your favorable 
consideration of it. 

I thank you. 

Senator Frear. Mr. Bryan, on page 2, in the third ‘paragre h— 
would you care to mention the 1 State in which the 2 banks have 
approximately 90 percent ? 

Mr. Bryan. State of Oregon. 

Senator Frear. Oregon ? 

Mr. Bryan. Yes, sir. 

Senator Frear. Also to another one that has 78 percent ? 

Mr. Bryan. That is Arizona. 

Senator Frear. Arizona? 

Two others have almost half the deposits of a Federal Reserve 
district ? 

Mr. Bryan. That is, I believe, the Ninth Federal Reserve District, 
Minneapolis. 

Senator Frear. The ninth and what? 

Mr. Bryan. The ninth district of Minneapolis—ninth, I believe. 

Senator Frear. Oh, I see, yes. 

In your opinion, are there any other States or sections of the coun- 
try where the bank holding companies are gaining in importance 
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ind in such strides that it may approach what has happened in the 
States that you have mentioned ? 

Mr. Bryan. Well, there are several States, as is shown by the re- 
port which the Federal Reserve Board made 2 years ago, the list 
of holding companies, showing that they controlled from 25 to 50 
percent of the deposits of States other than those that are mentioned 
here. 

Although it has gone to a greater degree on the Pacific coast than 
any other section of the country, we still have other States in various 
sections of the country where holding companies do control a very 
substantial portion. 

Of course, this thing developed from a competitive standpoint. 
One company starts out acquiring banks. Its competitor says “We 
can’t sit here and let them get all of our customers.” So they begin 
doing the same thing. So, it is just a matter of time until the banks 
are gradually eliminated, and it seems that just in the past year 
or so there has been an outbreak of bank mergers and acquisitions 
which is growing. Dr. Marcus Nadler made a prediction last fall 
that we were on the eve of the greatest merger movement that the 
country had ever seen. Well, up until this date it look like Dr. 
Nadler’s prediction is certainly correct. 

Senator Frear. In your opinion, what has given the most impetus 
to the bank holding companies? Why are they located in certain 
general areas or States? 

Mr. Bryan. I don’t think there is any question, Mr. Chairman but 
what bank holding companies developed as a device to evade the laws 


on branch are he mere fact that in States that permitted 


statewide branch banking you didn’t have very much development 
of holding companies unless, as was true particularly in California, 
it would serve as the name implied as a holding company where they 
couldn’t get control of the bank but they could get 10 percent this 
year and maybe a few years later pick up some more until they did 
get some contro]—but I think you will find in most instances as soon 
as they got control, if branch banks were permitted, and that affiliate 
could be converted into another branch, that it was done almost with- 
out exception. 

So your holding companies grew up primarily in States that pro- 
hibited or severely restricted branch banking, and then from that 
some of them branched over into other States. 

Of course, the national law prohibits a bank from one State having a 
branch in another State, but through the holding company device they 
are able to get around that law. 2 

in fact, we have considerable authority for the statement that they 
were devices for evading the law. Former chairman of the Federal 
Reserve Board—several of them—made the statement to various bank- 
ing committees at different times when they were before them to 
testify. 

Mr. A. P. Giannini, the leading exponent of this type of banking the 
country has seen, has stated if we didn’t have branch banking directly 
we would have it indirectly through holding companies. , 

Mr. Wauiace. Mr. Bryan, on page 1 of your statement, second to 
the last paragraph, you sav “As far back as 1911 the Solicitor Gen- 
eral of the United States ruled that a bank holding company vio- 
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lated national law.” Do you know what law it was that was being 
violated ¢ 

Mr. Bryan. The National Bank Act, sir. 

The Solicitor General based it on the National Banking Act. 

Mr. Watiace. The National Banking Act was being violated; I see. 

Mr. Bryan. Yes, sir. It is at some length in my statement which I 
filed for the record. He went back to the beginning of the law in 
1863, what the framers of the National Bank Act had in mind when 
they passed it, and showed how they had no intention for a corpora- 
tion, that the law didn’t give the corporation the right to acquire stock 
in a national bank but they intended for natural persons to hold that 
stock and that they would be independent of each other, and to turn 
that authority over to an intangible corporation was in violation of the 
law, and as a result of that, this holding company was dissolved. 

Mr. Wattace. I don’t know that you would know this. I wastrying 
to recall the circumstances with respect to holding companies among 
nonbanking institutions. We had the Sherman Act, and it 1s my rec- 
ollection that the holding company device was one of the ways of 
getting around the antitrust laws for a brief period. I was trying to 
recall what was finally done in order to prevent that from happening. 
I think that they did come under the Sherman Act, were construed 
to be in the nature of being covered by that. 

Mr. Bryan. The statement was made, as I understand it, repeat- 
edly that they were covered by the Antitrust Act. 

Mr. Waxtace. The banks were not 

Mr. Bryan. Some 5 or 6 years ago, the Federal Reserve brought a 
suit against a holding company under that act, and the decision 


proved it to all practic all purposes was of no value. 
Mr. Waxtace. On page 3 of your statement in the first paragraph, 
you say— 


Are we going to see these banks suffer the same fate which produced an economic 
blight in Europe and Asia and forced country after country to embrace some 
ism to escape economic monopoly? 

I would like to get your answer to this: It has been said that chains and 
group organizations of various kinds, such as the A. & P., the Safeway 
Stores, Woolworth, or Walgreen Drug Stores have been highly 
beneficial to the country and that they bring lower prices. In fact, 
it is asserted, when a corporation has retail outlets all over the country, 
the managers of these local outlets do take the local needs into account 
and belong to the local chambers of commerce, and so forth. Why 
couldn't a bank holding company do these things? If it were to do 
a good and profitable job of banking, you w ould think that the hold- 
ing company and the local managers would have to take into account 
the local needs of the community. 

Could you tell me why, in your opinion, this would not be so? 

Mr. Bryan. Of course, you mentioned chains like A. & P. They deal 
in commodities. They are standard and you can put a price tag on 
them, put them up on the shelves and the people come in and buy them. 
Banks deal in intangibles—credit. The primary basis on which credit 
should be extended is the character and ability of the people borrow- 
ing the money. So the home-owned banks owned by the people and 
run by the people of the community are more familiar with the char- 
acter and ability of the people in that community than a branch man- 





CONTROL OF BANK HOLDING COMPANIES 109 


ager, say, who had been sent down from the headquarters bank into 
that community could possibly be. 

In other words, banking Service is not something that you can 
classify and put a price tag on. So the same benefits that might 
apply in other lines of business would not be applicable to banking 
because of what I refer to there—the facts speak for themselves. Ger- 
many, for instance, had got down to 3 banks, possibly 4. One of 
them failed, and I think it was 3. Not only had the banking resources 
been concentrated into those few hands but they had gone out, as you 
probably know, and purchased control of various types of industries 
in Germany. So they not only controlled the finances but they con- 
trolled the industry. 

So it was a very easy matter for Mr, Hitler to gain control, as a 
former German banker told me several years ago. All he had to do 
was arrest 3 bank presidents and put his men in and he had control 
over practically all the banking and the finance and the industry of 
Germany. The same is true in Italy, Japan, France. 

France, as you probably know, has nationalized its banks now. 

Mr. Watiace. Well, what had happened to the banking industry 
in Western Europe has happened to many segments of the economy. 
Perhaps, as you say, it was aided by the concentration of banking, but 
(german industry was pretty highly concentrated not only in the bank- 
ing field but in most heavy industry, for example, and other industries 
as well. But you are saying that the main difference between a retail 
chain and bank holding would be the fact that one deals in commodities 
and the other deals in intangible assets. Would that be your main 
distinction there ? 

Mr. Bryan. That is a primary distinction, yes, sir. 

Of course, any monopoly I consider bad. We wouldn’t like to have 
it. But most monopolies we can survive. We could survive a mo- 
nopoly of transportation just as we could lose a leg. We could survive 
a monopoly over light and power, as we could survive the loss of our 
eyesight. But there is one member of the body that we can’t lose and 
still survive, and that is the heart, and the banks are the heart of all 
business. You let a small group get control over the banking and 
credit of the Nation, and they have control over everything, just as 
the loss of a heart means the death of the body. 

Mr. Wattace. Well, granted that you would have some problems in 
smaller communities where a bank holding company controlled the 
bank, the local institution. What about the medium-sized and larger 
cities? Would not the infusion of some bank-holding affiliates create 
competition for the independents so that there would be a net gain 
for the users of bank facilities? 

Mr. Bryan. I wouldn’t contend for 1 minute, sir, that all holding 
companies or al! holding company banks are bad. As a matter of 
fact, these gentlemen that are operating the companies feel—and I 
give them credit for feeling—that they are doing a fine job. But 
what is going to be the end result of this? 

England at one time had many banks, but as a result of the mergers, 
consolidations, she finally winds up with the Big Five, and she passed 
« law preventing further mergers. 

Are we going to wait until we get down to 5 banks before we pass 
a — to prevent further concentrated control over our money and 
credit { 





110 CONTROL OF BANK HOLDING COMPANIES 


Mr. Watiace. Then would you say your major point is that this 
bank holding company shouldbe brought under some sort of super- 
vision and control to see that proper standards are followed in expan 
sion rather than an argument against bank holding companies per se? 

Mr. Bryan, Very definitely, sir; and we think the proper basis for 
regulating them is the existing law, Federal and State. Since they 
have been used as devices to evade those law s, the proper first initial 
step would be to say, “You must hereafter abide by and respect 
the law.” 

Mr. Waxtace. Thank you very much. 

Senator Frear. Mr. Bryan, why do you say when a company owns 

5 percent or more of 2 or more banks it must qualify as a holding 
company before it can buy additional stock in banks or buy stock 
in an additional bank? Why the difference between starting out 
with 1 and 2? Why not if a company hold 25 percent of 1 bank? 

Mr. Bryan. Well, you wouldn’t have to have a holding company 
to control one. 

Senator Frear. But a holding company may have other interests 
and in it may be incorporated the 25 percent or more of 1 bank. 

Mr. Bryan. Mr. Harding advises me that he covers that in his 
statement, and if it is satisfactory 

Senator Frear. All right. 

Now my final question: If I may, Senator Douglas—is that your 
comments were mostly on S. 880 and H. R. 6227. Do you say any- 
thing about S. 2350 in your complete statement ? 

Mr. Bryan. I haven’t seen a copy of that. I believe it was just 
introduced last week. 

Senator Frear. Oh, well, I am sorry for that because I sure would 
like to have your comments on it. 

Mr. Bryan. But I think, as I understand it, it follows very closely 
the similar bills which have been introduced in the last two sessions 
of Congress. 

Senator Friar. Yes, it lacks some provisions. The acquisition of 
bank assets like the acquisition of banks across State lines, that both 
the other 2 bills do have, and those 2 I would particularly like to 
have your comments on, as well as the borrowing of holding com- 
panies from their subsidiaries. There is no provision in S. 9350 for 
that, or judicial review, as was commented upon by Mr. Cook from 
the FDIC. 

I would be extremely interested in your views on those 3 or 4 paris 
of S.2350. After you have had the opportunity to going over S. 2350, 
mie you be so kind as to send this committee your views and we 
will see that they are put in the record? I know I would very much 
like to have them. I suspect they would be interesting to others, too. 

(The following was later received for the record :) 


THE INDEPENDENT BANKERS ASSOCIATION, 
Nashville, Tenn., July 13, 1955 
Senator J. ALLEN FREAR, Jr., 
Acting Chairman, Senate Banking and Currency Subcommittee, 
Senate Office Bulding, Washington, D. C. 

Dear SENATOR FREAR: In the course of my appearance before your subcom- 
mittee on July 5, 1955, you very graciously offered me the privilege of filing a 
statement regarding 8S. 2350, which I had not seen at that time. Having had the 
opportunity to study this bill, I should like to comment on it: 
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Under section 2 (a) of 8. 2350, a company which owns or controls only one 
bank would be a “Henk bolding company.” The definition of “company” (sec. 
2 (b)) seems to cover every kind of organization—possibly excepting partner- 
ships. The combination of these definitions would result in an inestimable num- 
ber of “bank holding companies.” And although section 4 (c) and (d) exempt 
some of these—specifically or at the discretion of the Board—from certain pro- 
visions of the bill, they nevertheless would be bank-holding companies and subject 
to its other provisions. Thus any type of organization which owns or controls a 
bank for the convenience of its employees or members could have its affairs sub- 
jected to inspection by the Board. 

A principal objection to S. 2350 is that it replaces statutory regulation of a 
matter vitally affecting the welfare of this country and its citizens with discre- 
tionary control by an independent appointive board. The Federal Government 
and most of the States have laws prohibiting or restricting branch banking. 
These resulted mostly from unsatisfactory experience, which caused some States 
to place prohibitions even in their constitutions. And in every instance where 
the legality of holding company or group banking has been tested, the authorities 
have held that it violated these laws. utes Opinion of United States Solicitor 
General Frederick W. Lehmann, Nov. 6, 1911; Opinion of Texas Attorney Gen- 
eral Price Daniel, Aug. 18, 1952. va 8 . 2350 would in effect nullify these laws 
by giving the Board discretionary ausnestey to approve indirect action which 
they prohibit being done directly. ‘“Indirection, if it accomplishes the same pur- 
pose, stands upon the same footing with direction” (Solicitor General Lehmann). 

While S. 2350 preserves a semblance of States rights by giving them the right 
to limit or forbid holding companies, this puts an unnecessary burden on States 
which have already legislated on branch banking. For instance, the Common- 
wealth of Virginia recently passed such a law to stop the branch expansion of 
a bank then controlled by an out-of-State holding company. Is it right to require 
the people of that State to undergo again the travail of getting another law to 
accomplish the same purpose—and which 8. 880 and H. R. 6227 automatically 
provide? 

If there were no question about the propriety of giving a board transcendency 
over law, there would be about centralizing such great power in it. S. 2350 gives 
the Board sole discretionary right to approve or deny the acquisition of a partic- 
ular bank anywhere by a particular holding company. The larger companies 
would have an advantage through their greater resources and ability to present 
their cases. There have been instances of their open and successful defiance of 
supervisory authorities. S. 2350 does not appear to provide for appeal from the 
Board’s decisions. The opinion of the Comptroller or State supervisor who char- 
tered the bank under consideration must be obtained, but would not be binding 
on the Board. It would be the sole and final arbiter over the fate of both na- 
tional and State banks, whether the latter be members of the Federal Reserve 
System or not. 

The Federal Reserve System was not designed to charter or supervise banks, 
and it does not even examine national banks, which comprise a majority of its 
members. The principal function of the System is to regulate the money supply 
and thereby help maintain a stable economy. This important duty is worthy 
of the full time, thought, and energy of the Board. Yet the responsibility of 
making literally thousands of decisions respecting whether or not to exempt 
X holding company from the provisions of S. 2350, and whether to permit Y 
holding company to acquire Z bank would likewise be deserving of the Board’s 
full time and attention. The imposition of additional duties would be at the 
expense of present ones. S. 880 and H. R. 6227 minimize the Board’s work by 
setting up definite rules and by giving the Comptroller and State bank super- 
visors, who chartered and supervise the banks, a veto power w hich when exer- 
cised relieves the Board of work and decision. 

A final objection to placing such full discretionary authority in a board is 
the changing composition of its membership, with the resulting change of atti- 
tude. Its policies 5 years hence might be far different from those of today. The 
Board’s actions over the past 10 years illustrate this. Recognition of the fact 
that men are mortal caused our Founding Fathers to establish a government of 
law instead of men. Our citizens should be able to determine the kind of banks 
they want through their elected representatives. They have dene so. To 
transfer this determination to any board or similar agency would abrogate this 
right. 

The House Committee on Banking and Currency in its Report No. 609 stated: 
“Your committee is unable to endorse the definition of ‘bank holding company’ 
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proposed by the Federal Reserve Board (p. 12). The argtiment made by the 
Federal Reserve Board for centering all decisions on expansion in its hands is 
not convincing (p. 14). Nearly all the States already have legislated on the 
subject of branch banking. There is no reason to force a State again to legislate 
on branch banking” (p. 15). The House supported its committee’s view by 
approving H. R. 6227 by the overwhelming margin of 371 to 24. Senate approval 
of H. R. 6227 would, subject to the signature of the President, give us a law that 
would effectively regulate bank holding companies. The need for this has been 
demonstrated. The various bank supervisory authorities, national and State, 
have repeatedly cited the need for it. We earnestly hope that your subcommittee 
and full committee will approve the bill as passed by the House of Representa- 
tives 
Gratefully yours, 
W. J. BRYAN. 

Mr. Bryan. From what I have heard about the bill this morning, I 
would say that my principal objection to it would be that it puts too 
much authority in a board. That bill gives the Federal Reserve 
paaks complete authority to say whether A holding company may 
buy Z bank or B holding company may buy Y bank. It makes no 
difference where it may be, either the holding company or the bank. 
It leaves it completely up to the discretion of the Federal Reserve 
Board. 

We feel it is a matter of too much importance to be left to the 
discretion of a board, that the law should definitely lay down the 
outlines of the limitations within which holding companies may buy 
banks. There would be concentration of control, discretionary author- 
ity, rather than actually the law. 

Senator Frear. Can you think of a condition where the Board 
might permit one bank holding comp: iny to buy another / 

Mr. Bryan. There is nothing in the law to keep it from happening. 
I was rather amazed here a couple of years ago, if I may say, to find 
that one of our very large investment trusts had acquired a 10-percent 
interest in one of the large holding companies. That is a company 
that has tremendous resources at hand. There is nothing to keep 
it from buying like interests in other of the bank holding companies, 
and the gentlem: an who heads it up is very efficient at taking a small 
interest in a business and controlling it. 

Senator Frrear. Senator Douglas. 

Senator Doveias. No questions. 

Senator Frear. Then, thank you, Mr. Bryan. 

(The prepared statement of Mr. Bryan follows :) 


Mr. Chairman and members of the committee, my name is W. J. Bryan. I 
represent the Independent Bankers Association of America. This association 
has a membership of more than 5,200 banks from States other than those in 
the 12th Federal Reserve District. Those States have their separate associa- 
tion, which is represented here by its president, Mr. Harry J. Harding. Our 
members are predominantly small and medium-size banks, which are unable, 
individually, to send representatives here to plead their cause. We do not 
maintain a Washington office or have any paid lobbyists. None of us who will 
testify to you in behalf of this legislation receives any pay from either association. 

We heartily endorse H. R. 6227, which is identical in most respects to S. 880, 
as urgently needed to stop the evasion of Federal and State laws that were de- 
signed to prevent concentrated control over money and credit. We should like 
to emphasize the fact that this is the only country left where most communities 
are served by home-owned and home-managed banks which are aware of and 
responsive to the needs of the people of their areas. We believe that this has 
been the most important single factor in the development of the United States. 
Like yeast cells in a loaf of bread, each working in its immediate area, our banks 
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seattered throughout the country have cooperated to produce the greatest and 
most general economic development the world has known. 

Other countries must depend on 3, 4, or 5 banks having up to thousands of 
branches. Policies and important credit decisions are made hundreds of thou- 
sands of miles from many of the branches. The interest of an enterprising local 
customer may run counter to that of a large main office account, in which event 
the former might suffer. This inevitably tends toward concentration in all lines, 
cartels, the stifling of new enterprises, and stagnation—what has been termed 
the “mature economy.” When forced to choose between such monopoly and some 
ism, countries invariably have chosen the latter. 

Recognition that political freedom and economic freedom are interdependent 
is prominent in American history.. I should like, therefore, to review some of 
this history for the purpose of bringing up to date this old and recurring struggle 
for and against centralized power, and to present the present problem in its 
proper focus. 

The Bank of the United States, chartered by Congress in 1791, was authorized 
to have branches. It proved unsatisfactory, and its charter expired in 1811. 
A second Bank of the United States was chartered by Congress in 1816. It had 
as Many as 27 branches in various cities. One of these was in Cincinnati. Illus- 
trative of the tendeney to abuse power, the bank in 1818 ordered the Cincinnati 
branch to collect its loans at the rate of 20 percent each month. The effect was 
disastrous to people and businesses in that city, as the bank foreclosed a great 
amount of real estate upon which it later realized much profit. This action pre- 
cipitated the panic of 1818-19. The bank became so powerful, politically as well 
as financially, that it attempted to force President Jackson to renew its charter 
4 years before it expired. Jackson's veto of a renewal bill passed by a Congress 
friendly to the bank was a paramount issue in the election of 1882, and his elec- 
tion doomed the bank. Thus ended our first and only nationwide branch banking 
system. 

In the same year, 1936, Rhode Island adopted legislation against branch bank- 
ing. The Free Banking Act of New York in 1838 prohibited branchves. Massa- 
chusetts passed similar legislation, and the bank commissioners of Connecticut 
charged that branches had not been recognized by law and should be prohibited. 
Whether recognized by law or not—and mostly not—banks operated branches 
in most of the States on a broad scale, but practically all ended in failure. This 
caused Congress to insert in the original National Bank Act of 1863 a prohibition 
against branches of national banks, but it was amended in 1865 to permit State 
banks with branches to come into the system and retain their branches. Not 
withstanding this concession, the branches which came in did so as independent 
units. Asa result, there appears to have been only one branch (of a State bank) 
left in the country in 1865. 

From then until 1910 there were relatively few banks with branches out- 
side their home cities. In 1910 29 States apparently had no laws on branches, 
pro or con. Nine prohibited them, and five restricted them to cities or parishes. 

After 1910 the spectacular and rapid expansion of the Bank of Italy in 
California begot imitators around the country. Banks in many States started 
branches, which led to the adoption of State laws which prohibited or re- 
stricted branches within limited areas, but the existing branches were left. 
By 1929, 22 States had prohibited branches, 10 permitted them within nar- 
row limitations such as cities, counties, et cetera, 9 permitted them state- 
wide, and 7 had no laws on the subject. 

It will be recalled that the late 1920’s was a period of expansion, mergers, 
and speculation. In almost every field there was great rivalry to be the 
biggest. Banking was no exception. When the possibilities of growth by 
absorbing competitors were exploited, other means were sought. Stopped by 
Federal and State laws from branching out into other areas, ambitious bank 
promoters turned to the holding company device, which was working so suc- 
cessfully in other fields, notably public utilities. So bank holding compa- 
nies began to spring up in States that prohibited branch making. Most of 
these were intrastate operations, but some were interstate. The organization 
of one holding company under the sponsorship of a bank usually led to the 
formation of another by its principal competitor, which felt it must do so to 
maintain its competitive position. Other rivals sometimes followed suit. In 
my State, three such holding companies were organized between the adoption 
of our anti-branch-bank law in 1925 and 1930. The Federal Reserve Bulletin 
of February 1938 reveals that on December 31, 1931, there were 97 bank hold- 
ing companies in existence, an average of more than 2 for each State. 
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I should like to emphasize that as branch banking started without any lawful 
basis for existence, being neither specifically permitted nor prohibited, which 
omission was corrected in most States by prohibitory laws, bankholding com- 
panies likewise were organized not only without any lawful recognition, but 
for the purpose of evading the laws on branch banking. The very circum- 
stances of their origin is proof of this. The Federal Reserve Bulletin of April 
1930 noted that “* * * the area within which these developments have been 
relatively more considerable in extent is composed largely of States which 
have prohibited the establishment of branch banking offices * * *.” Business 
Week of September 21, 1929, declared bluntly, “Chains are evasions of law.” Dr. 
Gaines T. Cartinhour, in this book, Branch, Group and Chain Banking, pub- 
lished in 1931, listed “The desire to circumvent Federal and State laws prohibit- 
ing or limiting branch banking in anticipation of legislation removing the re- 
striction,” as the primary motive for establishing them. The principal ex- 
ponent of the branch and holding company movement, Mr. A. P. Gianini, stated 
to the House Committee on Banking and Currency at hearings in 1930: 

“TI believe branch banking should be extended on a nationwide and worldwide 
basis, for if you do not have direct branch banking you are going to have it 
indirectly through holding companies.” 

The then Chairman of the Board of Governors of the Federal Reserve System, 
Mr. Marriner S. Eccles, stated to the Senate Committee on Banking and Cur- 
rency of the 80th Congress: 

“Under existing law * * * there is nothing to prevent it (a holding company) 
from acquiring stock of an existing bank and operating it as a branch of the 
entire holding company system.” 

Mr. Eccles’ successor as Chairman of the Board, Mr. Thomas B. McCabe, 
stated to your committee of the 81st Congress: 

“Through the acquisition by the holding company of the stock of an existing 
bank which thereafter may be operated for all practical purposes, as a branch 
of the holding company system the denial of a branch application of a (holding 
company) controlled bank may become almost meaningless.” 

The present Chairman of the Board of Governors, Mr. William McChesney 
Martin, has stated in a letter to the chairman of the House Committee on Bank- 
ing and Currency that a holding company can evade laws as to branches of 
banks and as to engaging in nonbanking businesses. That they can and do evade 
these laws is a self-evident fact. 

Although there were no laws regarding bank holding companies, an opinion 
issued by the Solicitor General of the United States on November 6, 1911, held 
that a bank holding company, perhaps the first of the modern type, “in its 
holding of national bank stocks is in usurpation of Federal authority and in 
violation of Federal law.” As a result, this holding company disposed of its 
bank stocks. We may well ask why this opinion was not evoked in connection 
with later holding companies. Or why it is not applicable now. The facts and 
laws cited therein appear relevant. In fact, they are so pertinent to the con- 
sideration of H. R. 6227 that I should like to review the opinion and quote por- 
tions of it. , 

The Solicitor General, Hon. Frederick W. Lehmann, considered “the purposes 
which the framers of the National Banking Act had in view. The first, the 
paramount, purpose was to secure a uniform national system of currency, and 
to do this without the creation of a great central institution like the old United 
States Bank. The opposition to such an institution was deep seated and wide- 
spread * * * It was affirmed that frequently great inconvenience and sometimes 
terrible disaster resulted to the trade and commerce of different localities by the 
mother bank of the United States arbitrarily interfering with the management 
of the branches by reducing suddenly their loans and sometimes withdrawing 
large amounts of their specie for political effect * * * It (the national bank 
system) will be as if the bank of the United States had been divided into many 
parts, and each part * * * revolving on its own orbit. managed by its own board 
of directors, attending to the business interest of its own locality * * *” 

The first Comptroller of the Currency, Mr. Hugh McCulloch, was quoted: 
“It is not to be a mammoth corporation, with power to increase and diminish its 
discounts and circulation, at the will of its managers, thus enabling a board of 
directors to control the business and politics of the country. It can have no 
concentrated political power * * * It will concentrate in the hands of no privi- 
leged persons a monopoly of banking * * *” ‘“The banks created by the National 
Banking Act were, and were designed to be, local institutions and independent of 
each other * * *,” said General Lehmann. 
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He quotes section 5133 of the National Bank Act: “Associations for carrying 
on the business of banking under this title may be formed by any number of 
natural persons, not less in any case than five.” He emphasizes: “It should be 
noticed in passing that only ‘natural persons’ may engage in the formation of 
a bank.” He quotes section 5146: 

“Every director must, during his whole term of service, be a citizen of the 
United States, and at least three-fourths of the directors must have resided 
in the State, Territory, or district in which the association is located for at least 
1 year, immediately preceding their election, and must be residents therein during 
their continuance of office. HEvery director must own, in his own right, at least 
10 shares of the capital stock of the association of which he is a director. Any 
director who ceases to be the owner of 10 shares * * * shall thereby vacate his 
ottice.”” 

Again he emphasizes: “Here the local character of the bank is secured. The 
directors must all be shareholders, they must all be citizens of the United States 
and three-fourths of them must be residents of the State.” 

It should be noted here that the law regarding directors of national banks and 
their ownership of bank stock remains in effect identically the same as quoted 
above. Mr. Ben DuBois, secretary of the Independent Bankers Association, in 
testifying before the Senate Committee on Banking and Currency at hearings 
June 23, 1954, pointed out that some holding companies retain a hold on the 
directors’ qualifying shares through a repurchase agreement or option to buy 
them back when they cease being directors. Since the holding companies can 
remove them at will by not reelecting them, they serve as directors and even 
hold their qualifying shares at the pleasure of the holding companies. Thus a 
feature of the National Bank Act upon which its founders laid great stress has 
been practically nullified. 

Furthermore, every application for a new bank, National or State, received a 
very thorough investigation by the Comptroller of the Currency or appropriate 
State bank supervisor. They investigate the need for the bank, its prospects. 
and particularly the qualifications of the proposed officers and directors. Yet, 
on the very day it opens for business, a holding company, an intangible corpora- 
tion located anywhere in this country and controlled by people of whatsvever 
character, can acquire control of the bank, and the supervisory authority has 
no power whatsoever to prevent it. H. R. 6227 gives the supervisor who assumed 
the responsibility for chartering the bank the rightful power to veto such 
acquisition. 

Returning to the opinion of General Lehmann, he quotes from a court decision 
regarding ownership of national bank stock by another national bank: 

“Another evil that might result, if large and wealthy banks were permitted 
to buy and hold the capital stock of other banks, would be that in that way the 
banking capital of a community might be concentrated in one concern. * * * 
Such accumulation of capital would be in disregard of the policy of the national 
banking law. * * * The smaller banks in such a case, would be in fact, though 
not in form, branches of the larger one.” 

His conclusion was: “* * * certainly there can be no holding of such shares 
by any corporation when the result is to defeat the policy of the National 
Banking Act; that is, to destroy the local character of the bank, break down 
its independence, vest its control in another corporation, and link it in sub- 
stantial proprietary interest with some other business than national bank- 
ing * * *. We are dealing with corporations of a public character, with 
national banks, which have public duties to perform, and of these it is a peculiar 
obligation ‘to maintain independent corporate existence and not surrender 
control of their affairs or the exercise of their powers to another corporation.’ 
No authority is given by the Federal statutes to the national banking associa- 
tions for assigning their powers and delegating their duties to a corporation 
created by a State, and which, under its charter from the State, may engage in 
a business and exercise powers denied to the banking association by the law of 
its creation. 

“Here again it is to be observed that if the power in question exists, it exists 
without limit. The company may extend its power to the full control of all 
the banks into which it has made entrance. Nor need it stop with these. As 
it grows by what it feeds upon it may expand into a great central bank; with 
branches in every section of the country. It is in incipient stage, a holding 
company of banks, with added power to hold whatever else it may find to be to 
its advantage. 

“Where public law and public policy are involved, forms and fictions are 
disregarded and the facts are dealt with as facts. 
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“oe * Indirection, if it accomplishes the same purpose, stands upon the same 


footing with direction,” 

Our courts, Federal and State, have consistently supported the conclusion 
reached in the above opinion : 

“The spirit as well as the letter of a statute must be respected” (Chief Justice 
of the United States Supreme Court Marshall, Durousseau vy. United States, 307, 
314 6 Cranch 307, 3 L. Ed. 232). 

“It is a well-known maxim of the law that one cannot do indirectly what the 
law prohibits being done directly.” (Justice Campbell of the Supreme Court 
of Oregon, Friedenthal vy. Thompson, 146 Oreg. 640, 31 P. 2d, 643, 645). 

“It is a rule of law that a party is forbidden to do indirectly what it cannot 
do directly.” (Justice Griffin of the California Supreme Court of Appeals, 
Shenson v. Fresno Meat Packing Co., 96 C. A. 2d, 725, 216 P. 2d 156, 160). 

“The corporation cannot do indirectly what it is prohibited by law from 
doing directly.” (Hon. Price Daniel, now a member of the United States Senate 
while attorney general for the State of Texas, in opinion rendered Texas bank- 
ing department in 1952, which led to the dissolution of bank holding companies 
in Texas. ) 

As stated above, the finding that the holding company was “in usurpation of 
Federal authority and in violation of Federal law” caused it to divest itself 
of its bank stocks, and itself was later liquidated. Why was this opinion not 
used to prevent the later formation of bank holding companies? Senator Carter 
Glass charged that it had been suppressed when he found it in the Comptroller's 
office. The Comptroller at that time was an outspoken and active advocate of 
interstate branch banking, which may have kept him from proceeding against 
these effective fifth columns for branch banking. This illustrates one reason 
the advocates of H. R. 6227 want definite laws to regulate holding companies, 
rather than leaving it to discretionary authority. 

We have mentioned that there were 97 bank holding companies on December 
31, 1931. While those remaining in existence now claim much credit for 
stabilizing banking during the 1930's, these claims are open to serious question. 
Their public statements when they were organized were to the effect that 
they were buying only the strongest and best banks. They could hardly have 
sold stock for the purpose of playing the good Samaritan to failing banks. 
(ne would be naive indeed to believe they did so except where it was to their 
advantage, one way or another. Independent banks throughout the country 
helped in various Ways to save their weaker brothers, not necessarily from 
voodness of heart, but to restore confidenee in banks. Actually, the areas which 
were hardest hit by failure were those where holding companies most nearly 
monopolized banking. Much has been made of a statement that a governor 
asked an out-of-State holding company to organize a bank in his State. He 
would not have had to do this except for the failure of a large chain which 
paralyzed his State. 

The holding companies and their banks were leaders of the agitation during 
the early 1930's for Federal and State legislation to permit branch banking. 
They claimed they wanted this so they could save small independent banks 
from failing by taking them over as branches, and in fact had support from 
some such banks on this premise. A probably stronger reason, however, was 
that by converting their affiliates into branches, most of the capital funds of 
the affiliates would be recovered, as the parent bank would not be required to 
have capital equal to the aggregate capital of itself and its affiliates. Evidence 
that this was a desperation move for some of the holding companies is furnished 
by a statement of Senator Carter Glass during the debate on a branch-bank 
bill in the Senate on May 10, 1932: 

“Mr. Guiass. It is the view of the committee, upon information presented, 
that if we do not adopt statewide branch banking, the holding companies and 
the banks which they hold are going to be pretty soon wrecked. I do not know 
that it ought to be stated here, but we want to consider this whole problem 
in frankness. If the existing requirements of the law were put into effect by 
the Comptroller of the Currency, there are thousands of banks which have not 
yet closed their doors, whose capital and surplus have been impaired, which 
would have to be closed up today, and unless we do something of this nature, 
that part of the country where these holding companies exist—and they are 
not confined to any one section, though perhaps they are more numerous in 
the northwestern section of the country than in any other section—are going 
to find themselves in inextricable difficulties.” 

You will note that Senator Glass put the blame squarely on the holding 
companies: The worst banking troubles were in the areas where holding com- 
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panies existed; the reason for passing the bill to permit national banks to 
have statewide branches, regardless of State laws to the contrary, was to save 
“the holding companies and the banks which they hold” from being “wrecked,” 
and “that part of the country where these holding companies exist” from “finding 
themselves in inextricable difficulties.” 

However, in States where there were no leaders to organize opposition and 
present the facts, the anti-branch-bank laws were repealed or altered. Where 
such leadership was found, the laws usually remained unchanged. The Inde- 
pendent Bankers Association started with a small group that wages a successful 
fight in Minnesota. Much of its early financial support came from banks 
that were so afraid of the big holding companies that they would not join openly 
Intimidation was tried in other States, where holding company representatives 
muscled in on meetings of independents. 

The net result was that between 1929 and 19389 the number of States that 
prohibited branch banking declined from 22 to 9; the number permitting it in- 
creased from 19 to 35; the number without legislation on the subject was reduced 
from 7 to 4. 

On the other hand, between the ends of 1931 and 1936, the number of bank 
holding companies dropped from 97 to 52—24, almost 25 


25 percent, had failed; 17 
had converted their banks to branches; 7 had sold their banks, usually to people 
in the respective communities. Only 42 groups in operation on both the above 
dates. 


These figures show that bank holding companies have been very effective 
Trojan horses for opening breaches in our laws after circumventing them. By 
breaking down State laws, they have brought about changes in the National Bank 
Act, in order that national banks could compete on an equal basis with State 
banks. But the Congress has steadfastly respected the rights of the States 
to specify the extent to which branch banking shall be practiced within their 
respective borders. Practically all the States have done so, but they have no 
way ot protect themselves against an outside corporation’s coming in and buying 
stock in their banks and gaining control. H. R. 6227 affords them that protec- 
tion. Discretionary control would not do so. 

The fundamental strength of H. R. 6227 is that it is founded solidly and firmly 
on existing law, Federal and State. It states in clear language what has been 
a basie rule of law, that one cannot do indirectly what is forbidden to be done 
directly. Federal law forbids banks having branches across the State lines. 
H. R. 6227 forbids holding companies from buying banks across State lines. 
State laws limit branches within their borders in varying degrees. H. R. 6227 
accordingly limits the acquisition of banks by holding companies. National and 
State laws prohibit banks from owning other types of businesses. H. R. 6227 
provides that a company that controls two or more banks shall not own such 
businesses, 

The opponents of this bill have contended that to base holding company 
legislation on branch banking law is wrong because there is a difference between 
branches and affiliated or subsidiary banks. Great stress is placed on their 
difference in form, which everyone of course recognizes. But they are differences 
without a distinction. For, as was shown by authoritative quotations above, 
subsidiary banks are to all purposes and effect branch banks. Other than in 
form, what is a practical difference between a branch and a bank the stock of 
which is owned by a holding company that selects the bank’s directors and 
changes them at its pleasure, even holding repurchase rights to the directors’ 
qualifying shares; that hires and fires the bank’s personnel and otherwise super- 
vises its operations; that makes its investments, handles its insurance, buys its 
supplies, originates and places its advertising, passes on its loans to local firms 
and individuals, usually receiving a fee for all these services? “Where public law 
and public policy are involved, forms and fiction are disregarded and the facts are 
dealt with as facts * * *. Indirection, if it accomplishes the same purpose, 
stands upon the same footing with direction,” to requote Solicitor General Leh- 
mann. H. R. 6227 treats facts as facts. i 

Thus far I have dealt on the moral side of this issue: Whether laws and their 
clear intent are to be respected or whether by clever utilization of what courts 
have called the “corporate veil” an illegal act is legalized; whether precedents 
established by failure to enforce a law shall become the basis for changing that 


law. I should like now to point out some compelling reasons why H. R. 6227 
is urgently needed. 
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According to information furnished by the Board of Governors of the Federal 
Reserve System to the Senate Committee on Banking and Currency on June 
10, 1953, there were 34 bank holding company groups as of December 31, 1952. 
Four of these are now in process of being liquidated as a result of a ruling by 
the Attorney General of Texas in 1952 that they were in violation of Texas’ anti- 
branch-bank law. Two others have converted their controlled banks into 
branches after a change in State law. That leaves 28. In addition, there are 
several chains not classed as holding companies, but operating in the same 
manner. Some of both types are small; in some instances family holding com- 
panies. But 12 © the holding companies had banks in from 2 to 7 States, as 
of December 31, 1952. One of these controlled banks having 44.88 percent of 
the deposits of 1 State, 76.75 percent of another, and 45.59 percent of a third; 
in addition to controlling a large number of nonbanking companies—manufac- 
turing and processing, insurance, mortgage and finance, et cetera. In another 
State 1 holding company controlled 36.65 percent of that State’s deposits, with 
another holding company having 11.13 percent, or 47.78 percent between them. 
Another holding company controlled 30.12 percent and 24.40 percent respectively 
in 2 additional States. Two other holding companies competing in still other 
States controlled 57 percent, 44 percent, 29 percent, and 32 percent respectively 
in 4 States. These last two holding companies control almost half of the deposits 
of an entire Federal Reserve district. 

Further acquisitions and mergers since December 31, 1952, reveal increased 
and startling concentration of bank deposits: 9 of the 26 largest banks in the 
country, as of December 31, 1954, absorbed 46 banks that year; 32 of these were 
taken over by 2 banks in different States, both controlled by the same holding 
company. Such acquisitions brought the deposits of 1 of these banks to 44.6 
percent of its State’s total. But a competitor bank also acquired 2 banks with 
10 branches to attain 42.6 percent, giving 2 banks 87.2 percent of that State's 
deposits. The same holding company has a bank in another State which has 
two-thirds of that State’s deposits; yet this bank apparently felt constrained 
to take over 1 of its 7 competitors last year. This same holding company has 
another bank which has 20 percent of still another State’s deposits. But another 
bank in this State, with over 49 percent of the deposits on June 30, 1954, formed 
a holding company to acquire control of a competitor having 8 percent. Thus, 
1 holding company now controls 58 percent and another 20 percent; over 7S per- 
cent for the 2. 

This amazing and alarming concentration has been possible only because of 
the holding company device. H. R. 6227 would have prevented it, had it been 
enacted in time. It can still prevent the same from happening to the rest of 
the country. But immediate action is urgently needed. Ambition is insatiable. 
Having acquired the banks in the areas where they now operate, the holding 
companies will look for new fields to conquer. New companies will be organized 
as a protective measure. Then the larger holding companies will absorb the 
smaller ones. Within a generation most of our banks will have disappeared, 
and we shall have a very few very large systems. Do we want this? Do we 
dare risk it? 

From the early days of this Republic, it has been public policy to encourage 
small business. In this year’s Economic Report of the President, he stated 
“The public policy to encourage the expansion of a free economy must assign 
a high place to measures that keep the doors to opportunity open for new and 
small enterprises * * *. The Government has a responsibility to maintain easy 
entry into trade and industry, to check monopoly, and to preserve a competitive 
environment * * *.” Most of our leading companies were once small and got 
started because local banks had confidence in the ability of the founders. Ideas 
and ability are to be found everywhere. And who it so likely to recognize these 
as the local banker who has the power to act on his judgment and who will 
benefit his bank and his community by developing a substantial customer and 
employer. I am sure your home States, like mine, offer many such examples. 
As the Commercial and Financial Chronicle has so well stated: 

“Unit banking is peculiarly suited to the genius of the American people, to 
the democratic republican form of government which we have developed, to the 
nature of our business and industrial organization, to our social institutions, and 
to the individualism which is the foundation of our national progress * * *. 
Let us never despise the day of small beginnings nor the virtue inherent in small 
things.” 

Contrary to possible opinion, bank support for H. R. 6227 is not for selfish 
reasons. Holding companies offer the best market to those wishing to sell, which 
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is the reason for their growth. Independent banks are more than “holding 
their own” with them in competition. Holding companies offer better salaries 
to management of banks to enlist their aid in buying stock. Some of us might 
find it profitable to form holding companies of our own. So we are really work- 
ing against our financial interest. But we know what the end result willbe. We 
want to see our communities continue to grow. We are fearful of what will 
happen to our customers needing “character loans” based on our personal 
knowledge; to our small merchants and manufacturers who are competing with 
national organizations; to our local papers who depend on local businesses, as 
do our lawyers, insurance agents, and other professional people. We have read 
some history, both American and foreign, and have observed that “All power 
corrupts. Absolute power corrupts absolutely.” We know that “it can happen 
here.” 

We do not contend, nor do we believe, that those representing or connected 
wth holding companies are motivated by any evil design. They are able and 
ambitious men, who are representing the corporations that employ them. Weare 
not trying to put them out of business. H. R. 6227 is not punitive legislation. 
It takes none of their banks away from them. It simply requires them to 
respect our laws in future expansion. 

There is cause for grave concern over the increasing trend toward concentration 
of control over our country’s money and credit. We are repidly following the 
example of England, whose many banks become the Big Five. She finally 
passed a law against further concentration. Do we dare wait so long? The 
Bank of England has been nationalized. France has nationalized its few banks. 
There are only a very few in all the other countries. The same will inevitably 
come to pass here unless we forestall it by legislation. 

There is no question about what the reaction of the American people would 
be to such a condition. <A nation that would not allow a monopoly over tobacco 
certainly will not condone one over the lifeblood of its economy—money and 
eredit. Through their representatives in Congress and the State legislature 
they have at various periods erected legal barriers against such centralization. 
Some of these have fallen, some have corroded. It is urgently necessary that 
we stop the remaining laws from being evaded. H. R. 6227 would do this. Its 
adoption by the Congress is necessary if we are to preserve our free enterprise 
banking system—the economic counterpart of our political system. Each is 
essential to the other. 


Senator Frear. All right, Mr. Harding, you may proceed. 


STATEMENT OF HARRY J. HARDING, PRESIDENT, INDEPENDENT 
BANKERS ASSOCIATION, 12TH FEDERAL RESERVE DISTRICT, 
PORTLAND, OREG. 


Mr. Harpine. Mr. Chairman and members of the committee, my 
name is Harry J. Harding. I am president of the Independent 
Bankers Association of the 12th Federal Reserve District. This dis- 
trict takes in the seven Western States, Hawaii, and Alaska. I am 
also president of the First National Bank at Pleasanton, Calif. 

Today being the first business day after our national Independence 
Day, it seems fitting and proper that you should be considering legis- 
lation that will preserve the independence of our country’s banking 
system. I might even go further and say that what you are con- 
sidering today. will have a tremendous bearing on our economy of 
the future, i in my honest opinion. 

In the Banking Act of 1933 Congress sought— 


to separate as far as possible national and member banks from affiliates of all 
kinds. 


The Federal Reserve Board soon found that the regulation which 
the act provided relating to bank holding companies were inade- 


quate. Consequently, legislation has been proposed in subsequent 
years to close the loopholes in existing laws. The proposed legisla- 
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tion has ranged all the way from a kill or dissolution bill on the 
one hand, to a proposal to give the Federal Reserve Board far- 
reaching discretionary authority over holding-company expansion 
and over the extent to which nonbanking businesses might be engaged 
in, at the other extreme. 

In between is the bill you are considering today—H. R. 6227. This 
represents a minimum of regulation necessary to provide adequate 
control and the minimum of discretionary authority for any Federal 
agency. The bill in effect confines the holding company in its expan- 
sion to the same area in which a bank can expand, and also contines 
the bank holding company to the banking business. 

Under H. R. 6227 a holding company would be held in status quo 
as far as expansion across State lines is concerned. But they could 
expand within the home State if such State permitted branches of 
banks or if statute law specifically authorized such holding-company 
expansion. There is nothing in H. R. 6227 that would interfere with 
the growth of any bank controlled by any holding company—iny 
more than the laws of Illinois, which prohibit a bank like the First 
National Bank of Chicago from having branches, prevent that bank 
from growing with the growth in the economy of the area it serves. 

I would like to digress a minute and just interpose a few remarks 
regarding discretionary authority. We were delighted to hear Mr. 
Martin say that he was in favor of legislation that minimized dis- 
eretionary authority. And when you analyze the purpose of this bill, 
you find that it seeks really to do two things—restrict the expansion 
of bank holding companies as to location and field of operation, and 
also confine their activities to the banking business. 

All Mr. Martin asked in his testimony this morning, in advocating 
legislation, is that when it comes to expansion of a holding company, 
you give the Federal Reserve Board unlimited discretionary authority 
to say where a holding company can acquire a bank, when it can ac- 
quire a bank and so on. I defy you in S. 2350 to find any serious 
restrictions on that discretionary power outside of the Board’s own 
judgment. 

Likewise, when it comes to divestment of the nonbanking business, 
Mr. Martin says they are for minimum discretionary authority, but 
in the bill they advocate, he asks for the power to exempt those busi- 
nesses which they feel are closely related to banking, without. clearly 
defining what they have in mind. 

In opposing discretionary authority being given to the Federal 
Reserve Board or any other agency, it is not that we intend to suggest 
in any Way that the members of the present Board would act un- 
wisely or against the public interest as they see it. But the fact is 
the membership of the Board does change. There are five new mem- 
bers on the Board since we had the hearings on S. 2318 in 1950, and the 
economic ideas of the changing personnel are likely to vary greatly. 

As a matter of fact, if you will analyze the bilis that have been sug- 
gested by the Federal Reserve Board in the last few years, including 
the one that was drawn out of the pocket of Governor Robertson when 
the hearings on 8. 1118 were held, you will see how radically different 
their ideas of the definition of a holding company are. 

The committee print, or the Federal Reserve bill, which is the basis 
that now serves for §. 2350, had a three-pronged definition, part of 
which is deleted, but it gave under that definition tremendous discre- 
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tionary power over what shall be regarded as a holding company or 
not. Now, the Federal Reserve has changed their views on that. 
As Governor Robertson said today, perhaps they have grown. And 
I say that giving the discretionary power to any board, you have to 
take that factor into consideration, as well as that you are dealing with 
individuals who are changing from time to time and their views like- 
wise change. 

Two former Chairmen of the Board of Governors of the Federal 
Reserve System, Marriner S. Eccles and Thomas B. McCabe, and the 
present Chairman, William McChesney Martin, all have declared that 
bank holding companies can and do evade banking laws that apply to 
the establishment of branches of banks and those that forbid banks 
to engage in nonbanking businesses. But you didn’t hear a word 
today in their suggestions as to legislation about trying to end evasion 
of laws, except on the nonbanking business side. 

We are opposed to any expansion of bank holding companies in 
evasion of existing banking laws. We are opposed to granting the 
Federal Reserve Board or any other agency discretionary authority 
to approve evasion of banking laws in any degree. I mean by that 
where a State says a bank shall not be permitted to have a branch or 
a branch only in an area, the Federal Reserve should not have the power 
to grant to a holding company the right to establish or acquire banks 
in that area or in that State and operate them to all intents and pur- 
poses, and in effect, as a branch. 

The fact that such evasion has persisted for many years is no reason 
for continuation, any more than the State of Texas felt that long 
evasion of its branch banking laws through the control of banks by the 
a ng companies was any reason to permit continuation of such 

vasions. 

In the past, a number of bills sponsored by the Federal Reserve 
Board defined a holding company as one having control of two or more 
banks. We are at a loss to understand the present contention of the 
Board that companies controlling only one bank should come within 
the definition of a bank holding company, in order, as they say, to— 


require such a company to divest itself of its nonbanking interests. 


Are we to understand from this that the Board would have W. R. 
Grace & Co., R. H. Macy & Co., Corn Products Refining Co., and many 
other companies that control only one bank divest themselves of 
either the bank or their other interests ? 

Certainly where only one bank is controlled, these are not group 
banking situations, or multiple-office banking as the Board itself has 
defined holding company banking. Certainly there is no threat of 
banking monopoly in these one-bank situations. The Board confounds 
its own arguments, for under existing law it has declared that in 69 
situations where only 1 bank was controlled, those companies were not 
holding companies. In fact, we fail to find a single 1-bank situation 
included in the 18 holding companies reported by the Board or in the 
list filed by the Comptroller of the Currency during the House hear- 
ings on the bill now before this committee. H. R. 6227 does provide 
that no one-bank company or any other company shall take any action 
that would make it:a holding company under the definition in the bill— 
without the prior approval ‘of the Board. Therefore, there can be no 
expansion in its banking interests without such one-bank situations 
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coming within the act and thereby becoming subject to its divestment 
provisions. 

H. R. 6227 provides that a bank holding company must decide either 
to confine its interests to the banking business or to nonbanking busi- 
ness—it cannot engage in both—and tax relief is provided in the case 
of such divestment. We are opposed to granting to the Federal Re- 
serve Board discretionary authority to exempt divestment of such 
nonbanking interests which the Board may determine “to be closely 
related to the business of banking or of managing or controlling 
banks.” Many of the activities of the banks, such as making loans, 
transporting funds, purchasing, and selling securities for itself or its 
customers, are also carried on by other businesses. Such discretionary 
authority might result in the Board permitting a holding company to 
operate a loan or finance company with branches all over the country— 
such as GMAC, these branch offices in fact being in competition with 
the local independent bank as far as consumer paper or other finance 
paper isconcerned. We believe it is far better for Congress to spell out 
in the act just which businesses related to banking are to be excluded 
from divestment—as has been done in H. R. 6227. 

During the hearings on S. 1118 and H. R. 2674, which bills are 
essentially identical with H. R. 6227, your committee and the House 
committee afforded all interested groups all the time necessary to 
present their views. In our testimony last July on S. 1118, we 
analyzed the various sections of the bills and compared them with the 
bill proposed by the Federal Reserve Board, which is essentially iden- 
tical with the bill which Senator Robertson introduced on June 28, 
This Federal Reserve bill was likewise considered by the House com- 
mittee and the reasons for its rejection are set forth in House Report 
609. Also, the Board’s bill was introduced as a substitute on the floor 
of the House and was again turned down. The House then over- 
whelmingly approved H. R. 6227 by a vote of 371 to 24. We under- 
stand that all prior testimony and the House committee’s report will 
be considered by you. Therefore, we feel it is unnecessary to take the 
time of your committee to restate what already is part of a rather 
complete record. 

I would like to say that since this new bill S. 2350, has just been 
received by me today, I would like to file for the record a comparison 
of this bill with the previous bills. 

Senator Frrar. We will be glad to have it. 

(The following was coneinal for the record :) 

INDEPENDENT BANKERS ASSOCIATION, 
12TH FrperRAL Reserve District, 
Portland 4, Oreg., July 7, 1955. 
Hon. J. ALLEN F REAR, 
Acting Chairman, Subcommittee on Banking, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear SeNAToR FreEAR: I appreciate the opportunity to comment on S. 2350, 
supplementing my verbal testimony of Tuesday, July 5, 1955. Since the com- 
mittee staff has prepared a comprehensive comparison of this and other bills 
proposing to regulate bank holding companies, now before the committee, I will 
merely summarize our objections to 8. 2350, for the record. 

We are opposed to 8. 2350 for the following reasons: 

1. Control of one bank as a criteria of “group” or “multiple-office banking” is 


unrealistic. 
2. §. 2350 places the stamp of legal approval on the evasion of our Federal and 
State banking laws. 
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8. The only restraint on expansion of holding companies is the views of a 
majority of the Board of Governors as of any one time. 

4. The divestment of the control of nonbanking businesses depends on the 
views of a majority of the Board as to whether such businesses are closely related 
to banking, or holding the stock of, managing or controlling banks as of any one 
time. 


5. The membership of the Board changes and the economic ideas of a changing 
personnel may vary greatly. We want fluid discretionary authority expelled 
from the legislation as far as possible and definite restrictions spelled out. 

H. R. 6227 and 8. 880 meet with our wholehearted approval. 
Very truly yours, 


Harry J. HarpinG, President. 

Mr. Harptne. We will conclude our statement with the closing 
words of our testimony on H. R. 2674. 

Those speaking for this bill have set forth (1) that present laws are 
inadequate, (2) that the States alone cannot meet the problem, (3) 
that the legislation proposed in H. R. 6227 is necessary to prevent 
monopolistic control of banks, (4) that this legislation will end evasion 
of existing laws as to branches across State lines and within a State, 
(5) that this legislation will end evasion of the laws as to the con- 
trol of businesses forbidden to banks, (6) that this legislation will be 
effective and establish equality as to expansion and the extent of 
activities between holding companies and banks. We urge in all 
earnestness prompt enactment of H. R. 6227. 

We deeply appreciate your recognition of the importance of the 
holding-company problem and the time you are giving to its solution. 
“aced boldly and with a determination to reach a solution before it 
is too late, we are confident that the committee will recommend en- 
actment of legislation that will be proper and adequate, that will close 
loopholes in existing laws, and that will be in the public interest. 

Senator Frear. Mr. Harding, you mention on page 2 where com- 
panies with nonbanking interests had control or owned one bank, like 
the Grace, Macy, and Corn Products. How do you differentiate that. 
For instance, the Grace & Co. owns a bank in New York, and for their 
operation they may need one in Los Angeles or San Francisco on the 
west coast. In that event, they would have two banks. How would 
you feel if Grace & Co. wanted another bank on the west coast? I 
only mention Grace & Co., not to single them out, because they are 
in here. 

Mr. Harprine. Under H. R. 6227 that company, before it acquired 
a single share in another bank, would have to get prior approval of 
the Board. If the Board granted such approval, then they would 
be subject to divestment of their other seblniion businesses, which 
means they will never apply for another bank. 

Senator Frear. Then you are willing for the Board to make that 
designation. 

Mr. Harprne. That is a factual designation. It is not a matter 
of discretion. Under the act, they would have to divest themselves 
of nonbanking businesses. 

Senator Frrar. Does a bank that is an affiliate of a bank hotding 
company have any advantage in making larger loans than if it were 
not an affiliate? 

Mr. Harprne. Not directly. The loans a bank can make are limited 
by law to its capital and surplus. Whether it could make, in given 
circumstances, a loan larger than an independent bank miuy depend 
on the connection an independent bank may have with its correspond- 
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ent bank, and also the subsidiary’s relationship to the other subsidiaries 
of the holding company, as well as the size of the holding company, 
The size of the direct loans of the bank is not the only factor. 

But as has been pointed out by other witnesses, there is another 
element of competition that does enter in between banks that are inde- 
pendent and banks that are controlled by a holding company. Let’s 
say a holding company, for instance, owned a life insurance com- 
pany, as at least one of them does, and that life insurance company 
had a very large investment in a chainstore organization, and that 
chainstore organization had a lot of units operating in the area which 
the holding company operated and one store where the independent 
bank operated in that town, assuming it was a holding company sub- 
sidiary in that town. 

The life insurance company relationship to the holding company 
would naturally tend to influence business to the affiliated bank that 
was owned by the same holding company that owned the life insurance 
company. And that relationship can be very ramifying. The holding 
company can own a merchanising or manufacturing business, and 
through sources of supply that the manufacturing subsidiary might 
use influence business to the bank, which, as Mr. Bryan points out, 
creates a situation where a bank will say that in order to meet that 
kind of competition they better become affiliated with some non- 
banking business, to direct business to their banks. 

Senator Frear. By virtue of their being in a bank holding com- 
pany, an individual bank can increase its loans by participation in 
loans of a larger institution. 

Mr. Harptne. Any independent bank, as well as any subsidiary of a 
holding company, can do that. 

Senator Frear. They can do that. 

Mr. Harprne. Yes, sir. 

Senator Frear. Do you recommend in any way control of boards of 
directors of holding companies of banking interests and of nonbanking 
interests? The example that you just gave of where a local chain- 
store may benefit by its connections with a subsidiary bank holding 
company—is it not also possible for that to be controlled at a level 
where the directorship may be identical 

Mr. Harprna. Could a director of a bank who was also a director of 
a chainstore influence some business to that particular bank? I think 
that is true. I think many directors are selected for that purpose. 
Certainly, that is only to a slight degree a comparison with what a 
holding company might do through its tremendous power and far- 
reaching investments and controls. 

Senator Frear. Well, as it grows larger, it multiplies. 

Mr. Harprne. I would say so, very much. 

Senator Frear. Senator Douglas. 

Senator Douvenas. Mr. Harding, I would like to ask you this ques- 
tion. I suppose in California the independent bankers are chiefly 
worried about the strength of the Bank of America and Transamerica. 
We propose to restrict the growth of Transamerica, the holding cor- 
poration, through this law. I want to ask you whether you are pri- 
marily worried by Transamerica or by the Bank of America, which 
has a large number of branches. 

Mr. Harprne. Senator, let me say that conditions have changed 
throughout the years. In the early days the west coast and the middle 
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Northwest were the two areas primarily concerned with this holding 
company expansion and the problems incidental thereto, by reason of 
the concentrated control over many banks. We had a situation develop 
in California where it was devil take the hindmost, where we had one 
organization out to virtually, from all indications, become 
monopolistic. 

Senator Doveras. The Bank of Italy, which became the Bank of 
America. 

Mr. Harpine. Which became the Bank of America and was a sub- 
sidiary of Transamerica at the time, but now apparently no longer is. 
Now, we have a situation in our State of California where frankly 
this law is going to be very little help. But we do say look at Cali- 
fornia and then ask yourself do you want the California situation 
repeated in the other 47 States. We are fast approaching the condi- 
tion in California where we have a rat race—all the large banks, both 
the one owned by Transamerica—seeking to buy banks, and branch 
banking systems seeking to buy banks, devil take the hindmost. In 
the process, the independent bank is virtually disappearing. As Mr. 
Bryan pointed out, in California we will soon have half a dozen large 
groups. Are we going to repeat that all over the country? Are these 
companies, such as ‘Transamerica, operating in 5 States and others 
in groups of States going to get together and have a nationwide sys- 
tem? Are we going to let the Federal Reserve Board determine just 
how far they should got 

Some of these companies operate 1,200 miles away from their head 
office. Draw a circle on the map 1,200 miles from Minneapolis and 
see what area they cover. Are you going to let that company go 1,200 
miles to the east and the south? Where are you going to draw the 
line? 

Senator Dovetas. May I ask this quéStion. What a age of 
the commercial banking business in California was done by the Bank 
of America ¢ 

Mr. Harvrne. Roughly about half. I haven’t seen the late figures, 
but the Federal Reserve reports indicate that. 

Senator Doveias. The Bank of America has branches outside of 
California ? 

Mr. Harprne. The Bank of America does not, sir, except foreign 
branches which are permitted under the laws. But Transamerica, its 
former parent, which has, shall we say, disowned it or separated 
from it or what—Transamerica does own banks in Oregon, Nevada, 
Arizona, and Washington. 

Senator Dovernas. According to the statement of the Federal Re- 
serve Board, it does about 78 percent of the banking business in Ne- 
vada, 45 percent in Oregon, 21 percent in Arizona, a little over 5 percent 
in Washington, and 4 percent in California. 

Mr. Harprne. That is by reason of the separation of the Bank of 
America. The First Western, which is the subsidiary of Transamer- 
ica, representing a consolidation of some 25 banks that were owned by 
Transamerica, is relatively small now, but it doesn’t intend to stay so, 
according to all published announcements, and the fact that they re- 
cently sold over $50 million worth of stock. I don’t think that-was 
invested-in Government bonds. And they are buying banks and they 
are asking for branch permits. 
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Senator Dovertas. What other large banks have a considerable 
number of branches in California ? 

Mr. Harpine. The Security First National Bank, which operates 
in the southern part of the State; the Second; and I believe the Amer- 
ican ‘Trust Co., operating in the northern part of the State, is probably 
third. And Angelo also has a big branch system. 

Senator Dove.as. Take the first two banks. What percentage of 
the banking business will they do? 

Mr. Harpine. Well, I will just roughly calculate their total de- 
posits as about a little less than $4 billion, and that compares with 
some $9.2 million for the Bank of America. 

Senator Doveias. The Bank of America you would say did about 
half. 

Mr. Harprne. Half. 

Senator Dove.as. It would have a total business of about $18 bil- 
lion—$15 billion would be the 3 chains. 

Mr. Harprne. That is right. 

Senator Doveras. Or roughly 60 percent 

Mr. Harprna. A little more than that, closer to 75, I believe. 

Senator Doverias. Over 70 percent. 

Mr. Harprne. That’s right. 

Senator Dovenas. Aren’t you worried about branch banking as well 
as bank holding companies? 

Mr. Harprne. Yes, sir. That is not the problem before this com- 
mittee at the moment. 

Senator Dovenas. I understand. 

Mr. Harvrna. If I were to say this is the only problem, that would 
be very easy. But I think our whole banking structure needs consid- 
eration. The branch banking problem has been left to the States to 
decide. Each State has made its own decision as it saw fit. We have 
a problem before us of merging, as we are seeing in some of the eastern 
cities, in a very large way, where seemingly the fewer banks you have, 
according to some of our officials, the more intense competition be- 
comes. So I guess when you get down to 2 banks, competition will 
really be keen, until the heads of those 2 banks go to lunch together. 

Senator Doveias. What do you think of the argument that as the 
banks get bigger and fewer, competition becomes more intense. 

Mr. Harpine. That is only surfacewise and only for such a time— 

Senator Doveias. You mentioned that some people advance that 
theory. Who does advance this theory ? 

Mr. Harpinc. Well, I believe several witnesses who are in charge 
of the Federal agencies testified that way before the Senate and the 
House committees very recently, according to newspaper reports. I 
would say that Ray Gidney, Comptroller of the Currency, and Chair- 
man Martin of the Federal Reserve testified substantially along those 
lines, according to newspaper reports. They said they had not appar- 
ently, according to the Commtoeiinn, turned down one merger applica- 
tion, and as far as he could see, those mergers had stimulated competi- 
tion instead of diminishing it. I think that is true of the automobile 
business in a way. They claim the fewer automobile companies, the 
keener the competition. That is for the manufacturers. 1 won’t say 
for the dealers. 

Senator Dove.as. Have you followed the situation in Canada some- 
what? 
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Mr. Harprne. I cannot say that I have, Senator. 

Senator Doveras. They have developed branch banking to a very 
great degree there. The testimony seems to be that it has made it 
difficult for small businesses to get loans and has fostered the develop- 
ment of giant industrial companies which negotiate with the home 
offices. 

Mr. Harprne. I only know that by speaking with, let’s say, branch 
managers who worked in Canadian banks who have confirmed that 
statement to me, yes. But I wouldn’t profess to really be an authority 
on that subject. 

Senator Dovetas. If we ever could clean up the bank holding com- 
pany problem, would you then be ready to work on the branch banking 
problem ¢ 

Mr. Harprne. I would say that I think it should be seriously con- 
sidered by this committee. Our branch banking problem in California 
has been solved years ago. You cannot undo what has been done, 
I'm afraid. We have that concentrated control. To act now would 
be altogether too late. But I certainly hope the check will be put into 
effect in other States. There are those who would like to see mergers 
unrestricted—men who are heads of banks—I think a statement was 
made to me which I would not be able to verify now, but it was to the 
effect that the growth of the New York City banks in a large degree 
over recent years has been declared to be, as far as the indiv idual banks 
are concerned, not through any real growth, but through merger, con- 
solidation, and that unfortunately is a weakness in our system. We 
have individuals in banking who are never satisfied and want to grow 
bigger and bigger, and bigger banks beget bigger banks and bigger 
bs unk s beget bigger banks. I don’t know the end. Senator. 

Senator Dovezas. When you say it is too late to lock the door in 
California, what about Nevada. Seventy-eight percent of the bank 
resources in Nevada are owned by Transamerica. 

Mr. Harprne. Correct. 

Senator Doveias. And 45 percent in Oregon. If you take Minne- 
sota, if you take the two big companies | in Minnesota, you have 55 
percent there. If you add in the third, 75 percent there. 

Mr. Harprne. Minnesota has a law that prohibits branches. If you 
put this bill into effect, then the holding companies will not be able 
to expand in Minnesota and other States that prohibit branches. 
Those holding companies came into being to circumvent the laws that 
prohibited branches. 

Senator Doveias. You refer to the Minneapolis—— 

Mr. Harvrine. Correct. 

Senator Dovenas. These are the banks that Comptroller Gidney 
eulogized this morning. 

Mr. Harprne. Senator, there is no question but what it is in the 
interest of the holding companies to operate their banks in a good 
manner. We grant that. Any head of a business, regardless of what 
the business is, even if it is producing race horses or running a brewery, 
you want to run that soundly and profitably. And I think they have 
tried to so run it. The Federal Reserve says they see no harm in 
holding companies per se, but they go on to say that sure, it is.what 
the holding company can do that creates the problem. Senator, a 
gun is all right if it is used by a policeman or a member of the j el 
Forces, but in the hands of a murderer it is entirely different. Now, 
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that is the holding company device. It can be used profitably and 
properly, but it is a tool that lends itself to the promoter and the 
individual who seeks to concentrate control and build up his economic 
power, as has been done on the west coast and in the Northwest. 

Senator Doveias. That is all. 

Mr. Harpine. Whatever bill you bring out, let me urge, in the 
words of Chairman Martin, that you reduce discretionary power to 
a minimum. Governor Robertson said that it was not wise or right 
to tie holding company expansion to the branch bank laws of the 
State. But even if we cut out all reference in this bill, H. R. 6227, 
to the branch bank laws of a State and just say that a holding com- 
pany could expand if the laws of a State under which that holding 
company was organized or in which it was operating permitted such 
expansion, they would not be for it, because that does not give the 
Federal Reserve power to say “Yes” or “No.” So that argument rela- 
tive to the tying in with the branch bank laws doesn’t seem to have any 
basis as far as I can see. 

Senator Frrar. Certainly I do not want to ask any questions, Mr. 
Harding, that would divulge the interests of your bank, of which you 
are president, and if the questions I am about to ask seem to be per- 
sonal, certainly you have every right not to answer them. But it is 
only to find out and determine in my own mind just what is happen- 
ing in California, after the conversation between you and Senator 
Douglas. 

How old is the First Nation: il Bank of Pleasanton ? 

Mr. Harprne. Forty-five years. 

Senator Frear. W hat are your total deposits now ? 

Mr. Harprne. $3.300,000. 

Senator Frear. Then I think without asking you further questions, 
you have answered what is in my mind. 

In H. R. 6227, under section 5 (c) (1), at the end of section 5 (c) 
(1), these words appear— 
or subsidary thereof maintains its principal office and place of business or in 
which it conducts its principal operations. 

The testimony this morning—I have forgotten which witness it 
was now—stated that there could be some conflict in the interpreta- 
tion of that. What is your interpretation ? 

Mr. Harpine. Well, Governor Robertson said that he was not cer- 
tain in his own mind as to just what it means, what was meant by that 
phraseology. Iam not a lawyer. I am a country banker. I would 
say that it should be easy to determine whether a company is doing its 
principal business in the State of Delaware, if it is organized under the 
laws of Delaware, as Transamerica is, or in California, where it has its 
principal place of business. 

Senator Frear. Yes, I think 

Mr. Harprne. And since the act gives the Federal Reserve Board 
as administrative agency the power to issue regulations in order to 
carry out the aoe of the act, it would seem to me a very aka 
regulation declaring or allowing a company to declare whether under 
those circumstances it is a Delkwane organization or a California 
organization would suffice. But I don’t profess to be an attorney. 

Senator Frear. Of course, it says bank holding company or sub- 
sidiary thereof. 
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Mr. Harprnc. That is right. You mean, I take it, that it might be 
possible to set up two places of residence—in other words, one for the 
holding company and one for the subsidiary. 

Senator Frear. That is what 1 am trying to determine. I wanted 
you to clarify that for me. 

Mr. Harpina. I would say one or the other—in other words, a regu- 
lation should set that clear and it would not violate the act in any way 
by asking the holding company to declare its place of business, which 
would apply to the hok ding company and its subsidiaries. 

Senator Frear. A regulation of the Board. 

Mr. Harpine. Yes, sir, as administrating agency. 

Senator Frear. That is that you could take one or the other but not 
both. 

Mr. Harpine. That I would understand to be the purpose of the 
provision. I have always understood that was the intent and I have 
not heard it questioned until this morning. 

Senator Frear. May I, as acting chairman of the subcommittee, 

thank you, Mr. Harding and Mr. Bryan for appearing before this com- 
mittee and giving us the benefit of your thoughts? We also hope that 
in the development of the testimony on this bill, if you deem it neces- 
sary that you would like to add further thoughts to this, you know you 
do have the privilege of sending in something further for the record. 

Mr. Bryan. Thank you. 

Mr. Harpine. Thank you, sir. 

Senator Frear. May | congratulate the visitors and interested peo- 
ple that have been with us both this morning and this afternoon on 
their conduct and the interest they have shown in this legislation. I 
assume that you are here because of your interest in the legislation. I 
think you have demonstrated very well your desire for legislation 
favorable to everybody. 

The subcommittee will stand in recess until 10 a. m. in this room. 

(Whereupon, at 4:10 p. m., the subcommittee recessed to reconvene 
at 10 a.m., Wednesday, July 6, 1955.) 
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WEDNESDAY, JULY 6, 1955 


Unrrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON BANKING, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10:15 a. m., Senator J. Allen Frear, Jr., acting 
chairman of the subcommittee, presiding. 

Present: Senator Frear. 

Also present : Senators Bricker and Holland. 

Senator Frear. Will the subcommittee come to order ? 

The acting chairman of the subcommittee apologizes for being late. 

The first witness this morning is Mr. E. O. Jenkins, president of 
the First Bank Stock Corp., of Minneapolis, Minn. 

Good morning, Mr. Jenkins. We are happy to have you with us. 


STATEMENT OF ELLWOOD 0. JENKINS, PRESIDENT, FIRST BANK 
STOCK CORP., MINNEAPOLIS, MINN. 


Mr. JENKINS. Thank you. 

Senator Frear. You may proceed, sir. 

Mr. JENKINS. Mr. Chairman and members of the committee, my 
name is Ellwood O. Jenkins. I am president of the First Bank Stock 
Corp., a bank holding company registered as such since 1933 under 
the banking act of that year. Our headquarters are in Minneapolis, 
Minn., and we own a large majority of the stock of some 76 State and 
national banks in the States of Minnesota, North Dakota, South 
Dakota, and Montana, all within the Ninth Federal Reserve District. 

First Bank Stock Corp. has consistently stated that it would sup- 
port reasonable legislation restricting the further expansion of bank 
holding companies and requiring divestment of nonbanking interests. 
By reasonable legislation we mean a law which would require the 
prior approval of the Federal Reserve Board before we could acquire 
stock in an additional bank and which would require bank holding 
companies to divest themselves of all interests in companies except 
those which the Board determined to be so closely related to the bank- 
ing business as to make divestment unnecessary. 

I might add that in this position we are in complete accord with 
the Comptroller as he testified yesterday before this committee. 

We will support such legislation, but we feel that the provisions of 
H. R. 6227, which I will discuss first, are entirely unreasonable. 
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May I add here, too, that in all material respects the provisions of 
S. 880 so far as I attempt to cover them in this statement are the same 
as in H. R. 6227. 

We strongly protest the provisions of these bills which, in addi- 
tion to requiring the approval of the Federal Reserve Sauk < ‘fore 
we can acquire stock in an additional bank, also: 

(1) Give the Comptroller or the State supervisory authority a 
veto over such an acquisition ; 

(2) Absolutely forbid acquisition of an additional bank in a second 
State; and 

(3) Forbid the acquisition of an additional bank in the bank hold- 
ing company’s own State except in accordance with that State’s 
branch banking laws or a State statute expressly permitting such 
acquisition. 

Our principal office is in Minnesota, and we have affiliated banks 
in that State and in North Dakota, South Dakota, and Montana. The 
proposed bill is a freeze as far as our corporation is concerned. Min- 
nesota does not permit branch banking and so we could not acquire 
an additional bank there where our principal office is located. Fur- 
thermore, under the bill we could not obtain an additional bank in 
any of the other three States in which our affiliated banks are now 
located. If in this growing, ever-changing economy of ours this cor- 
poration cannot grow and expand, then it is indeed doomed to a slow 
decay and eventual death. 

Under H. R. 6227, even in a State in which acquisitions are not pro- 
hibited by its BROY isions, the Comptroller if the bank concerned is a 
national bank, or the State supervisory authority, if the bank con- 
cerned is a St: ioe bi ink, has an absolute veto power. No standards are 
set for the exercise of such veto and it seems wholly unnecessary to 
me that two separate Federal supervisory authorities, the Federal Re- 
serve Board and the Comptroller, should have such a veto power as to 
national banks. The State superv isory authority is given by the bill 
a veto power in the case of State banks, even though State law may 
not empower. him to give such a veto. No tests are prescribed and 
such vetoes could be purely aribitrary and could be based purely on 
personnel objections. There is no right of review of the supervisor's 
veto. 

We have no quarrel with the theory of requiring bank holding com- 
panies to divest themselves of nonbanking interests. H. R. 6227 does 
not, however, permit retention with the approval of the Federal Re- 
serve Board of companies whose activities are so closely related to 
the business of banking as to make divestment unnecessary to carry 
out the spirit of the legislation. S. 2350 has such an exception, and it 
seems to us that retention of such companies can safely be left to the 
discretion of the Federal Reserve Board. We have a company en- 
gaged in the origination and servicing of consumers’ installment 
paper which is sold by it only to our affiliated banks. Under the pro- 
visions of S. 2350, our right to retain that company will be deter- 
mined by the Federal Reserve Board, and we are willing to abide by 
its determination. 

S. 2350 we believe to be a much better considered bill and a much 
better approach to the problem of regulation of bank holding com- 
panies than H. R. 6227. §. 2350 adopts a temperate, logical approach 
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to the problems of additional acquisitions by bank holding companies 
and divestment of nonbanking interests. 

We have only two objections to the provisions of S. 2350, and one 
of these we believe to be absolutely noncontroversial. 5. 2350 requires 
the prior approval of the Feder al Reserve Board before a bank hold- 
ing company can purchase minority shares in a b: _ where it ra ady 
holds a majority interest. Furthermore, under S. 2350, if a State 
by express statute forbade acquisition by a wom holding aunttiny 
venerally of stock in a State bank, the F ‘ederal Reserve Board could 
not permit a bank holding company, under any circumstances, to ac- 
quire a minority interest in a national bank in that State even where it 
already owned a majority interest. 

No one, not even the inde »pendent bankers, has ever questioned the 
propriety of entirely excluding in any legislation such acquisition of 
minority stock where a bank holding company already has a ms jority 
interest. Any legislation which is enacted, whether it be H. R. 6227, 
S. 2350, or another bill, should exclude such acquisitions of minority 
interests from the act. 

Senator Bricker. You mean they should exclude the exclusion or 
the limitation ¢ 

Mr. Jenkins. Well, yes; that is right. 

The other objection we have to S. 2350, and it is a major one, is the 
provision in section 3 (c) which provides that no acquisition of stock 
in any State or national bank in any State shall be approved if under 
the same circumstances the acquisition of such ownership or control 
of stock in a State bank would be expressly prohibited by the statute 
of that State. This provision is far more intelligently conceived than 
the provisions of H. R. 6227 which completely forbids acquisitions 
in a second State or acquisitions in a bank holding company’s home 
State if contrary to the branch banking statutes of such State or 
unless an express State status permits such acquisitions by a bank 
holding company, and H. R. 6227 further gives an arbitrary, unre- 
stricted veto power to the supervising authorities. Nevertheless, we 
believe that the policy stated in S. 2350 of giving a State even by 
express statute a control over the ownership of stock in a national 
bank is a grave mistake in national policy and may in the future 
seriously impair our national banking system. 

For many years this country has had a dual banking system with 
the Federal Government regulating national banks and the State 
Governments regulating State banks. Each State now has the power 
to enact a statute forbidding ownership by a bank holding company 
of stock in a State bank organized i in such State. The State does not 
now have such power with ‘Tespect to national banks. The very foun- 
dation of the dual banking system is the premise that Congress has 
full power over national banks and the States have equal power over 
their State banks. In urging elimination of this provision from S. 

2350, we are merely asking that Congress retain the same power over 
the cor porate ownership of national bank stocks as the States them- 
selves now have with respect to the ownership of State bank stocks. 

Senator Bricker. I presume the only reason for historical distine- 
tion there is that to give different consideration than has been done 
in the National Banking Act would induce State banks or national 
banks to move across the line, which is not good policy generally. 

Mr. Jenkins. Well, that could be, Senator, of course. 
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Senator Bricker. Can you think of any other reason why the na- 
tional banks should be submitted to the requirements of the State 
laws ¢ 

Mr. Jenkins. No;I cannot. It seems to me that when you say who 
shall be a stockholder in a national bank—and some of the further 
arguments I advance here in the way of capital, things of that sort— 
it could develop a serious situation. 

The fact that national banks may have branches only where State 
banks have them is sometimes cited as an instance where Congress 
surrendered to the States certain powers over national banks. 
Actually, however, national banks originally were not permitted to 
have branches and power to have br anches was given to national banks 
by Congress only to permit them to compete w ith State banks in States 
which permitted State banks to have branches. Congress merely gave 
national banks equal powers w ith State banks with respect to branches. 
By this enactment, the Congress enlarged the powers of national banks 
rather than restricted them. 

A complete recognition of States’ rights would lead to the abolition 
of the national banking system. The mere statement of such sugges- 
tion demonstrates that the very existence of the national banking 
system is incompatible with States’ rights in their fullest degree. The 
national banking system is today indispensable for the conduct of 
the Federal Government. It was evolved because of the chaos of 
legislation and supervision existing with respect to State banks prior 
to the establishment of the national banking system in 1863. A strong 
national banking system throughout the country and in every State 
is essential to the welfare of the Nation as a whole. The proposal 
with respect to this matter in S. 2350 might well close to national 


banks in a given State the important source of capital now supplied 
in many parts of the country by bank holding epee Thus, the 


collective capital of many persons made available through bank hold- 
ing companies could not be used to support the national banking sys- 
tem in a State which prohibited bank holding companies. 

Senator Frear. Mr. Jenkins, to your knowledge is there any law 
either State or national which would prohibit a national bank from 
becoming a State bank? 

Mr. Jenkins. Is there any law either State or national that would 
prohibit a national bank ¢ 

Senator Frear. Yes. 

Mr. Jenkins. No, I do not know of any. 

Senator Frear. Is it not possible theoretically then for every 
national bank to become a State bank ? 

Mr. Jenkins. Yes, they could surrender their charter I believe. 

Senator Frrar. What would happen under your suggestion if that 
were to take place ? 

Mr. Jenkins. Well, they would obviously be all State banks. 

Senator Frear. Yes, sir. Then we have no restrictive legislation. 

Mr. Jenkins. Well, that is rather difficult to conceive I would think. 

Senator Frear. I admit it is rather theoretical, but I think the 
possibility is there, and we have not disengaged ourselves from that 
thinking. 

' Mr. Jenxuss. I presume we would have to agree that that could 
vappen 
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The interest of the Nation as a whole in a nationwide sound bank- 
ing system is paramount. Conceivably, a State itself might not recog- 
nize such national interest and might shortsightedly legislate to the 
detriment of the entire banking structure of the State, if Congress 
permits it to do so with respect to national banks.. Generally, State 
laws permit smaller capitalization for State banks than is required 
for national banks, and State banking laws are often more liberal in 
other respects than is the National Banking Act. If bank holding 
companies are prohibited from owning stock in State and national 
banks, the national banking system within the State may well be 
seriously hampered since capital from holding companies would not 
then be availble for notional banks and the resulting tendency would 
be to organize State banks with less capital. 

Senator Frear. Is there anything to prohibit a holding company 
limiting its holdings beyond State banks? Any bank holding com- 
pany now has the authority to limit its holdings to purely State banks ? 
You do not by law have to hold interest in both National and State 
banks ? 

Mr. Jenkins. No, we do not. 

Senator Frear. So it is within the prerogative of the board of direc- 
tors of a bank holding company to have only State banks in their 
portfolio ? 

Mr. Jenxtns. That would be entirely possible. 

Senator Frear. Thank you. 

Senator Bricker. That could be done regardless of any bill passed 
here? 

Mr. Jenkins. Yes, indeed. 

This might be in conformity with the policy of such State, but, we 
repeat, the country as a whole and the Federal Government are vitally 
interested in maintaining a sound national banking system in each 
State regardless of local policy. 

The need for outside banking capital is particularly acute in our 
part of the country. Our four States, Minnesota, North Dakota, 
South Dakota, and Montana, form a trade territory which looks to 
the Twin Cities as its business, commercial, and financial capital. 

May I again leave my text to add geographically this is a huge 
trade area, but it forms a distinct trade unit and was so recognized 
when Congress placed it all in one Federal Reserve district. 

Minnesota has a population of over 3 million people, but the other 
3 States in the area have a combined population of only about 114 
million. 

Outside of Minnesota, the largest bank in the area has capital funds 
of only $2,427,000, and if we exclude banks affiliated with bank holdin 
companies the largest bank has capital funds of only $1,629,000. His- 
torically, these three States look to the Twin Cities for banking capital. 
Before the era of bank holding companies, banking capital in the 
three States to a very substantial extent was furnished by individuals 
and families in other States. Since the late 1920’s when the Twin 
City bank holding companies were organized, a large portion of the 
additional banking capital of that three-State area has been furnished 
by the Twin City holding companies. The three States are young, 
their population is relatively small, and they do not themselvés have 
available the banking capital needed in the light of their expanding 
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economy. Bank holding companies are particularly useful, therefore, 
in this area because of their ability to supply needed banking capital. 

It happens that right now we are in the process of putting $8,500,000 
of additional capital funds in our affiliated banks. If legislation of 
the character suggested by S. 2350 were to be passed in our 4 States, 
this source of capital, both for National and State banks, in all 4 
States, would largely be eliminated. This result would follow because 
we could not purchase additional stock in our banks and, because of 
minority stock interests in our banks, we would not long be willing 
to make substantial capital contributions without preserving our rela- 
tive stock interest. The States might conceivably enact such legisla- 
tion contrary, in our opinion, to their own true interests. As a result 
of such laws, the national banks in such States would suffer equally 
with the State banks, in that this important source of capital would 
be denied to them. 

Once again we state that we support legislation which will give the 
Federal Reserve Board the power to pass on acquisitions of banks. 
This gives ample authority to prevent any expansion of bank holding 
companies which is against the public interest. The national banking 
-ystem should not be curtailed in its ability to obtain additional capi- 
tal. Unquestionably, with the advancing economy of this country, 
additional national banking capital will be required in increasing 
quantities and no State should be permitted to hamper the nation: il 
b anking system in that State by cutting off bank holding companies as 
a source of capital. Let the States control the ownership of stock and 
the supply of capital to State banks, and let the Federal Government 
retain such powers with respect to national banks. 

For 26 years, our corporation through its affiliated banks has served 
our 4-State area with a fine banking service. The supervisory author- 
ities, Federal and State, and even many of the independent bankers 
supporting this legislation, will admit that we have performed a valu- 
able service to our area and that we have furnished excellent competi- 
tion. We have done, and are doing, a good job. 

We are not opposed to legislation. If S. 2350 is amended so as to 
eliminate the provision in section 3 (c ) with respect to prohibition by 
State statutes of acquisitions of stocks in national banks and is also 
amended to exclude from the law acquisitions of minority interests 
where a majority interest is already owned, we will accept and 
actively support the bill. 

Thank you. 

Senator Frear. Senator Bricker? 

Senator Bricker. The only objection you have then is to the au- 
toons ity of the State to determine just what can and cannot be done 
bya holding company, in the first plac e, and, in the second place, the 
further expansion of your interest in already held subsidiary banks? 

Mr. Jenkins. That is correct, Senator. We are perfectly willing to 
accept and support reasonable legislation as we have said through the 
vears. 

Senator Bricker. That is all. 

Senator Frear. Thank you very much, Mr. Jenkins. 

Mr. Jenkins. Thank you, sir. 
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(The following was later received for the record :) 


First BANK Stock Corp. 
Washington, D. C., July 12, 1955. 
Hon. A. WILLIS ROBERTSON, 


Senate Office Building, Washington, D. C. 

DEAR SENATOR ROBERTSON : On July 6, 1955, I testified before your subcommit- 
tee on the subject of bank holding company legislation. 

The position of First Bank Stock Corp. on this subject is summed up in the last 
paragraph of my testimony, which was as follows: 

“We are not opposed to legislation. If S. 2350 is amended so as to eliminate 
the provision in section 3 (c) with respect to prohibition by State statutes of 
acquisitions of stocks in national banks and is also amended to exclude from the 
law acquisitions of minority interests where a majority interest is already owned, 
we will accept and actively support the bill.” 

Today Mr. J. Cameron Thomson testified before your subcommittee and pro- 
posed a number of amendments to 8. 2350, including the two which are mentioned 
in my testimony above quoted. 

We favor all such additional amendments to S. 2350, and again we state that 


we will support the bill with only the two amendments which we proposed or 
with all the amendments proposed by Mr. Thomson. 
Yours very truly, 
BE. O. JENKINS, President. 
Senator Frear. Mr. John T. Noonan, counsel for Baystate Corp., 
Lsoston, Mass. 
Weare happy to have you with us. 


STATEMENT OF JOHN T. NOONAN, COUNSEL, BAYSTATE CORP., 
BOSTON, MASS. 


Mr. Noonan. Thank you, Senator. Mr. Chairman, my name is 
John T. Noonan. I am appearing as counsel for Baystate Corp. 

I have filed a statement which represents the position of Baystate 
Corp. I would believe that I might save the time of the committee if 
I read the statement only in part ‘and summarized other parts of it. 

Senator Frear. That is not objectionable to the committee as I un- 
derstand it. However, your entire statement will be made part of the 
record, sir. 

May Lask you your address or your office address ? 

Mr. Noonan. Yes. My address is 294 Washington Street, Boston. 

Senator Frear. Thank you. 

Mr. Noonan. I shall start by reading the first part of this state- 
ment, and then after that summarize parts of it in the interest of 
saving time. 

Senator Frear. Thank you. 

Mr. Noonan. Baystate Corp. is a bank holding company organized 
under the laws of Massachusetts with its principal office in Boston. It 
owns a majority of the stock of nine banks. The offices of eight of 
these banks are located in cities and towns which may generally be 
described as suburbs of Boston. The office of the ninth bank is in 
Springfield, Mass. 

The business of Baystate Corp. goes back to 1928 when its prede- 
cessor, Old Colony Trust Associates, was organized as a Massachu- 
setts trust. The change to Baystate Corp., which occurred in 1944, 
was merely a change in the corporate form of organization, coupled 
with a change in name. Baystate Corp. carries on no business but 
the owner ship of shares of banks and the rendering of services to the 
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banks in its group. It owns no securities which would be subject to 
divestment under the pending legislation. It is owned by about 
4,000 stockholders. 

Since the adoption of the Banking Act of 1933, Baystate Carp. (or 
its predecessor) has come under the supervision of the Board of Gov- 
ernors of the Federal Reserve System by virtue of holding a voting 
permit issued by that Board. It has been subject to regular exam- 
ination by the Board’s examiners and has reported to that Board 
as required by it. 

Baystate Corp. is not opposed to further regulation of bank 
holding companies. It is opposed to H. R. 6227 because it believes 
that so far as Baystate Corp. is concerned this bill does not regu- 
late the future growth of Pallas Corp. but renders any future 
growth completely impossible. Baystate Corp. feels, moreover, that 
as applied to a bank holding company located in Massachusetts the 
bill operates in a particularly harsh and discriminatory fashion. Bay- 
state Corp. believes that the approach made to further regulation by 
the Federal Reserve Board in the amendments to H. R. 6227 which the 
Board proposed to the House Committee on Banking and Currency is 
a sound approach and Baystate believes that if those amendments 
were now adopted the result would be a fair and reasonable bill, ac- 
ceptable to it and to the great majority of other bank holding com- 
panies. 

Departing from my statement at this point, let me say that at the 
time this statement was prepared we did not have before us S. 2350, 
which I have only had a short opportunity to examine. That exam- 
ination, however, would indicate that its approach is such that we 
can also say that such a bill, we believe, would be acceptable to Baystate 
Corp. with possibly the two qualifications which were mentioned by 
the previous witness, 

As I say, I have not had the opportunity to study it as some of the 
others had, so I shall not attempt to discuss it beyond making that 
statement. 

I believe that S. 2350 very much parallels the approach which the 
Federal Reserve Board had taken in the amendments suggested before 
the House committee. 

Senator Bricker. Are your exceptions as noted a moment ago those 
testified to by Mr. Jenkins? 

Mr. Noonan. Yes. 

Senator Pricker. You mentioned the previous witness, and I 
thought he ought to be identified. 

Mr. Noonan. Yes, Mr. Bricker. Mr. Jenkins is the one I referred 
to, 

Coming back to the statement presented by Baystate Corp., Bay- 
state Corp. has four principal objections to this bill, H. R. 6227, and I 
believe now that I may profitably save time by summarizing at least 
some of our positions with respect to these objections. 

I am taking these not in order of importance but in the order in 
which they come in the bill. 

The first objection relates to the provision that requires the Federal 
Reserve Board to deny approval of any application of a holding com- 
pany to acquire additional bank shares if the Comptroller of the Cur- 
rency or the State banking authority disapproves. 
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We object to that because of the apparent intent in the bill to pro- 
vide reasonable standards where the Federal Reserve Board is acting 
and to provide a reasonable means of review. Both of those intentions 
we feel become lost in providing that either the Comptroller or the 
State banking authorities, without any standards being set up for 
either of them, may exercise a veto power, and in further providing 
that that is really a veto power requiring the mandatory refusal 
by the Board of the application. 

The first consequence of this is the absence of a standard guide or a 
standard a bank holding company may try to qualify under. The 
second result of this provision is that in any case where the Comp- 
troller or a State banking authority refuses its approval, the pro- 
visions for court review, which have been very carefully worked out 
and are very excellent, are rendered a nullity because all a court could 
do is to make the determination that there had been a disapproval 
by either the Comptroller or the State banking authority. 

Senator Bricker. You mean no standard “by which to test the 

‘easonableness of it or whether or not it was in the public intrest or 
anything else ¢ 

Mr. Noonan. I think it goes further than that, Senator. As I read 
the bill—and I may be wrong—I do not believe that a court would 
even have the right to inquire into the reasons for the objection. 

Senator Bricker. Under the bill now it would not. I think that is 
true. How could you write any standards though for a veto power of 
that kind ? 

Mr. Noonan. Well, I think the remedy is the one that appears 
in S. 2350, which is to require the Board to take into account the 
objections ‘of the Comptroller and the State banking authority but 
not make it mandatory and obligatory on the Board to deny an ap- 
plication if those authorities disapprove. 

Then the right of review of the Board’s action would entirely pro- 
tect the bank holding company. 

Senator Bricker. That would require then that the order or the 
notice or the position of the State banking authorities as well as the 
Comptroller would have to be based upon some reasonable facts any- 
way or looking to some reasonable result. 

Mr. Noonan. Some reasonable basis. And in that way it would be 
subject to the test of judicial review. 

As it stands now—and I may say I am not familiar with the back- 
ground of the drafting of H. R. 6227—the very fact that the drafts- 
men have been so careful to include an elaborate system of review 
makes me almost wonder if they appreciated that they were under- 
cutting that by giving these veto powers, absolute veto powers, to 
two other authorities. 

Senator Bricker. The fact is under that bill if you get a cantanker- 
ous C omptroller or State banking superintendent, you could stop any 
expansion or any holding-company purchases at all. 

Mr. Noonan. That is right, sir. 

Passing on, the second objection I will not linger too long on. The 
second objection i is the restriction of bank holding companies to the 
acquisition of banks in the States where their principal offices are 
located. Now, Baystate Corp. owns no banks not located in Massa- 
chusetts. We have no present plans of acquiring any banks outside 
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of Massachusetts. We are registering our objection to this require- 
ment in the bill or this limitation in the bill largely because we feel 
that it is extremely unfair to a small State such as Massachusetts. 

Senator Bricker. You are addressing yourself now to the Spence 
bill? 

Mr. Noonan. Yes; to H. R. 6227. 

Perhaps this protest is engendered merely by that feeling that 
small States have that they are frequently discriminated against. 
We border New York State on our west. New York State is some 
6 or 7 times our size. Yet if this bill becomes law a bank holding 
company may operate in all of New York State in an area some 6 or 7 
times our size and with a population many times more than that, while 
we are limited to the smaller area of Massachusetts. 

If you go further west, the situation is accentuated. California is 
20 times or more the size of Massachusetts. Texas is 30 times or more. 

We just feel, although we have no present intention of going out- 
side of Massachusetts, we shouldn’t sit idly by and not raise our voices 
in protest to a limitation that would operate, as we think, in a diserimi- 
natory way against a bank holding company organized and operating 
in Massachusetts and apply even more strongly to an even smaller 
State like Rhode Island, and so on. 

Senator Frear. Is it not the intention of this H. R. 6227 to limit 
bank holding companies? I think that is the intention of the act; 
is it not? 

Mr. Noonan. I think it is, Mr. Chairman, and the feeling I would 
have about that is that that in and of itself may not be an improper or 
inappropriate purpose, but I believe the approach should be a reason- 
able one, and I am speaking without giving too much thought but a 
trade- area approach such as a Federal Reserve district for instance I 
think could be defended quite logically whereas State lines are histor- 
ical accident. 

Massachusetts is a little State because it is an old State, and why 
should that historical accident serve today to penalize them ? 

Senator Frear. Of course, I am sure you are proud of the State of 
Massachusetts. Delaware is the next smallest State, and there is no 
person who has any more pride in his State that I. 

May I ask just one other question. An organization to form a 
national bank requests a charter from the Comptroller. Who has the 
final veto power in that? Who can say that that charter will be 
granted or rejected—or the request for a charter? 

Mr. Noonan. It has been a long time since I have organized a 
national bank, but I think the Comptroller. 

Senator Frear. He does have strictly the veto power as to whether 
an organization requesting a charter can have it or cannot have it? 
That is present statute? 

Mr. Noonan. Yes, sir. 

Senator Frear. I understood you to say just awhile ago that you 
did object to the Comptroller having the veto power in the expansion 
of bank holding companies. Now, tell me the difference. 

Mr. Noonan. The difference perhaps may be historical. Possibly 
at the time that the authority of the Comptroller as to banks originated 
there might have been a reason for objecting which history has shown 
= be without warrant because of the reasonable approach of the 

Comptroller to the question of granting or denying a ch arter. How- 
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over, my objection to the ¢ ‘omptroller’ s veto power, Mr. Chairman, 
was within the frame of H. R. 6227, where I thought that the House 
had planned to give, in accordance with our modern conception, rights 
of review that would prevent an arbitrary exercise by any authority 
of a veto. It was within that framework that I was ‘objecting to the 
Comptroller's veto. 

Senator Bricker. In denying or granting of the right of national 
charter, the Comptroller is limited to certain criteria. Standards are 
fixed by which he shall or shall not grant it. 

Mr. Norman. Fixed at least in practice I believe, Mr. Senator. 

Senator Frear. Yes. I realize that the Senator from Ohio knows 
much more about these acts than I do. 

Senator Bricker. Not at all. But the Comptroller does have stand- 
ards to follow in the recognition of a national bank. 

Mr. Noonan. That is true. 

Senator Bricker. In the Spence bill, so-called, it is an arbitrary 
power. 

Senator Frear. If the Comptroller rejects an application for a char- 
ter, what judicial review is there? 

Mr. Noonan. I am not sure that there is any. 

Senator Bricker. He would have an equity right; would be not? 

Mr. Noonan. I hesitate to say, Mr. Bricker. 

Senator Bricker. I think he would have an equity right if it were 
an arbitrary decision. 

Mr. Noonan. All I know is that it has been certainly, I had thought, 
the feeling of Congress when it passed the Administrative Proce- 
dures Act that there should be as to future legislation some provision 
for review, and this bill I thought was framed with that in mind. 

Before passing on to the third point, I think I should say for the 
benefit of the chairman that I had carefully refrained from referring 
to Delaware because I thought it might be considered an argument 
ad hominem. 

Senator Frear. May I say that anything good you want to say about 
Delaware is always acceptable. 

Mr. Noonan. I will only add this: If this bill is prejudicial and 
discriminatory as to Massachusetts, it is even more so as to Delaware. 

Senator Bsicker. Let me ask you this: You mentioned Texas a 
while ago as being so much bigger. Did you ever know anybody 
in Texas wanting to buy any thing outside of Texas? 

Mr. Noonan. 1 am afraid not. 

The third ground which we have for objecting to H. R. 6227 relates 
to the fact that within Massachusetts, as Mr. Jenkins pointed out 
as to Minnesota, we are confined so far as further acquisitions are 
concerned, further growth. We are confined to the same geographical 
area that would apply to the establishment of a branch bank in 
Massachusetts. 

We feel that is unfair for two reasons. Massachusetts by legis- 
lation has provided that branch banks may be established in ‘the 
county where the principal office of the bank is located. That is 
the public policy only as to branches. That is not the public policy 
of Massachusetts as to bank holding companies. 

At the time that Massachusetts enacted the law permitting branch 
banks to operate on a countwide basis, there were in M: issachusetts 
bank holding companies, and there had been for a number of years, 
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and they have continued ever since. The legislature of Massachusetts 
did not see fit or feel there was any reason or ground to place a county- 
wide restriction on bank holding companies. 

We therefore think it is highly illogical to pick out the public policy 
of Massachusetts as to branch ‘banks and in effect force that policy 
to be followed in Massachusetts as to bank holding companies— 
something that Massachusetts has not indicated it wanted. 

Senator Bricker. How many holding companies have you in Massa- 
chusetts ¢ 

Mr. Noonan. I believe at the present time only two. 

Senator Bricker. Two? 

Mr. Noonan. There is the further very practical objection which 
we have to this restriction of further growth to the branch banking 
law, and that is that for all practical purposes it would mean that Bay- 
state Corp. could not grow no matter how desirable the growth, no 
matter how the banking authority would want us to grow, no matter 
what need there might be for the assistance we could give in capitaliz- 
ing banks. We would not be allowed to grow because our main office 
of Baystate Corp. is located in Boston. Boston is Suffolk County, 
and that is about all. There are in Suffolk County 1 or 2 or 3 
smaller places that are separate municipalities, but they are really 
integrated with Boston. And Boston has its large city banks that 
we would not as a practical matter ever have the opportunity to 
acquire even if we wanted to. 

So just because of the historical accident that our principal office 
is in Boston in Suffolk County, and if we are limited ste to acquiring 
or growing in the county where our principal office is, we just would 
never grow, we believe, and we think that is a very harsh result to 
come out of the mere accident that we happen to have a Boston 
office. 

Finally, the fourth matter I would like to call to the attention of 
this committee is a matter which I think perhaps has been lost sight 
of both in the House hearings and maybe in these hearings, because 
overshadowed by the more —T won't say more import ant because I 
am not sure they are, but the other issues such as State lines and 
county lines. And that is this matter of servicing the banks which 
are owned by bank holding companies. 

It is quite a normal practice, I believe, for bank holding companies 
to furnish a number of centralized services to their banks. These are 
services which can be furnished more cheaply and economically by a 
central source such as buying supplies, such as providing a general 
fidelity bond, such as providing a general pension plan, investment 
counseling service, preparing of operational reports. There are hun- 
dreds of these services which a centralized organization can render to 
a group of banks at a great saving. 

There is nothing in this field which any group of banks cannot do 
for themselves if they want to get together and doit. There is nothing 
in this field that is peculiar to the bank holding company setup except 
the fact that bank holding companies have recognized that they oauld 
contribute to the success of their banks by furnishing these centralized 
services. And to the extent to which they can furnish them at reduced 
banking cost to the community, to the various communities, I would 
say they were furnishing a highly desirable type of service to the com- 
munities which should be encouraged. 
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I am not sure the House, when it adopted H. R. 6227, understood all 
of that, and I am not sure that the limitations which they put upon 
servicing were not really inadvertent, because what the House did was 
to pick out perhaps a half a dozen services, investment counseling, 
appraising, Tanidating of assets, running a safe-deposit company 
and I believe holding a bank building, and it stated the holding com- 
pany might render those services but by implication it banned all the 
other services. 

Whatever legislation is adopted here, it seems to me it would be a 
grave injury to the public if bank holding companies cannot continue 
as they have in the past to furnish these services which are a stimulus 
to other banks to do it. 

The Federal Reserve Board in its amendments proposed before the 
House committee and on S. 2350 provide in effect. for a continuation of 
services of this character by providing that the prohibition against 
ownership of nonbanking assets shall not apply to the stock of a corpo- 
ration engaged in the business so closely related to banking as to be 
determined by the Board not to require elimination. 

I do not know what the draftsmen of S. 2350 had in mind, but it is 
hard for me to believe that anything could be more closely related to 
banking operation than the furnishing of these various services which 

. Baystate Soin for one, furnishes on a cost basis to the nine banks of 


which it owns the majority of the shares. 

I would therefore hope that in any legislation at least that right to 
continue servicing would be continued anc not narrowly circumscribed 
by any attempt to make a list, because the services vary from bank to 


bank and are really quite numerous. 

Senator Bricker. Is there any testimony outside of the Federal 
Reserve testimony along that line in the House hearings? 

Mr. Noonan. 1 do not know of any and, as I say, I think this issue, 
which is really awfully important—it is a bread and butter issue— 
and I do not believe has really much to do with the question of whether 
you will have a limitation on further growth or not. I think this 
issue sort of got lost and I sincerely hope it will not be lost before this 
committee. 

[ think I have covered everything that is in my statement. 

Senator Frear. Have you any further questions, Senator ? 

Senator Bricker. Do you know of a justification for the Congress 
giving to any Federal offic ‘ial, and certainly not a State official, arbi- 
trary power without any review ¢ 

Mr. Noonan. That is a very broad question, Senator. 

Senator Bricker. Some of us have been fighting it for a long time 
and we find a lot of it tossed around. But I am personally opposed 
to giving any individual that arbitrary power. The Board may not 
be objectionable, but the same prine iple applies, that nowhere should 
you give arbitrary power to an individual where there is no review on 
the part of the citizens themselves. 

Mr. Noonan. I think certainly the lay people of the country would 
agree with that approach. 

Senator Frear. Thank you very much, Mr. Noonan. 

(The prepared statement of Mr. Noonan follows :) 


STATEMENT OF JOHN T. NOONAN, COUNSEL, BAYSTATE Corp., Boston, Mass. 


Baystate Corp. is a bank holding company organized under the laws of Massa- 
chusetts with its principal office in Boston. It owns a majority of the stock of 
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9 banks; the offices of 8 of these banks are located in cities and towns which 
may generally be described as suburbs of Boston. The office of the ninth 
bank is in Springfield, Mass. The business of Baystate Corp. goes back to 
1928 when its predecessor, Old Colony Trust Associates, was organized as a 
Massachusetts trust. The change to Baystate Corp., which occurred in 1944, 
was merely a change to the corporate form of organization, coupled with a change 
in name. Baystate Corp. carries on no business but the ownership of shares 
of banks and the rendering of services to the banks in its group. It owns no 
securities which would be subject to divestment under the pending legislation. 
It is owned by over 4,000 stockholders. 

Since the adoption of the Banking Act of 1933 Baystate Corp. (or its predeces- 
sor) has come under the supervision of the Board of Governors of the Federal] 
Reserve System by virtue of holding a voting permit issued by that Board. It 
has been subject to regular examination by the Board’s examiners and has re- 
ported to that Board as required by it. 

saystate Corp. is not opposed to further regulation of hank holding companies. 
It is opposed to H. R. 6227 because it believes that so far as Baystate Corp. is 
concerned this bill does not regulate the future growth of Baystate Corp. but 
renders any future growth completely impossible. Baystate Corp. feels, more- 
over, that as applied to a bank holding company located in Massachusetts the 
bill operates in a particularly harsh and discriminatory fashion. Baystate Corp. 
believes that the approach made to further regulation by the Federal Reserve 
Board in the amendments to H. R. 6227 which the Board proposed to the House 
Committee on Banking and Currency is a sound approach and Baystate believes 
that if those amendments were now adopted the result would be a fair and rea- 
sonable bill, acceptable to it, and to the great majority of other bank holding 
companies. 

There follows a brief discussion of the four principal objections which Bay 
state Corporation has to H. R. 6227 as it is now drawn. In each case the objec- 
tion would be eliminated by the adoption of the amendment relating to the 
matter proposed by the Federal Reserve Board. The points are taken up below 
in the order in which they arise in H. R. 6227. 


1. Veto power of the Comptroller of the Currency and the State banking authori- 
ties, H. R. 6227, section 5 (b) 


The bill provides that before approving the application of a bank holding 
company for permission to aequire the shares of a bank the Federal Reserve 
Board will notify the Comptroller of the Currency in the case of a national bank 
and the State banking authority in the case of a State bank and allow 30 days 
for the Comptroller or the State authority to present views and recommenda- 
tions. The bill then provides that if either the Comptroller or the State authority 
notifies the Board within such 30 days that it disapproves the application, “the 
application shall not be granted.” 

The foregoing provision gives to the authorities named a power of life or 
death over further expansion of bank holding companies. This power is, more- 
over, arbitrary and absolute in its nature since the bill sets up no standards to 
be followed by either the Comptroller or the State authorities in deciding to 
approve or disapprove an application. The reasons moving the Comptroller or 
the State authorities to disapprove the application may be good or bad or non- 
existent; it makes no difference. The bill in fact does not even require that the 
authorities state their reasons. They are allowed 30 days within which to present 
their views, but if they fail to present any views, the Board is still under the 
mandatory obligation to deny the application if they file a simple notice of dis- 
approval. 

Finally, this arbitrary power vested in these authorities is in no way subject 
to review. The bill makes a great show of fairness by including in it elaborate 
provisions for review by a court of the action of the Federal Reserve Board in 
denying an application (H. R. 6227, sec. 9). All this elaborate machinery is a 
nullity in any case in which the Federal Reserve Board has denied an applica- 
tion because of the mandatory obligation placed upon it to do this if the Comp- 
troller or the State authorities files an obligation to the application. In such 
a case, all a court can do on review is determine whether in fact the Comptroller 
or the State authority has in fact filed an objection. No power is granted to it 
to determine whether the objection is well founded or is arbitrary and capricious. 
In the nature of things, moreover, no such power could be granted to it so far 
as the State banking authority is concerned. It is thus obvious that the only 
way to correct this provision of the bill is the way suggested by the Federal 
Reserve Board itself, viz, require the Board to give consideration to any ob- 
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jection filed by the Comptroller or the State banking authority but do not make 
it mandatory on the Board to deny the application because of the objection. If 
under such a provision the Board should deny an application, then the soundness 
of its action, including the weight it gave to any objection by the Comptroller 
or the State banking authority, would be subject to court review, bank holding 
companies would be protected against arbitrary action, and the rights of all 
parties, including the public, would have been preserved. Surely the Federal 
Reserve Board can be trusted to deny an application if the reasons therefor ad- 
vanced by the Comptroller or the State banking authorities are sound and valid, 
and if they are not, surely a bank holding company has the right to ask a court 
to say so. 


2. Limitations of future acquisitions to State of principal office of bank holding 
company 


H. R. 6227, See. 5 (c) provides that no bank holding company shall here- 
after acquire any shares in a bank located outside of the State where the prin- 
cipal office of the bank holding company is located. This is a purely arbitrary 
restriction which does not seem to have any basis in economics. Restriction of 
bank holding companies to trade areas such as Federal Reserve Districts would 
be entirely logical and defensible. Restriction of bank holding companies to 
the purely historical geographical areas composing the States, however, would 
appear to have no foundation in logic at all. The provision is discriminatory, 
too, and works particular hardship on New England where our States are small 
and where for banking and commercial purposes State lines are of no significance. 

Massachusetts, for example, has an area of slightly over 8,000 square miles. 
New York State, which borders Massachusetts on the west, has an area of 
over 49,000 square miles. Is there some magic in the line separating these two 
States that make it proper for a Massachusetts company to operate in only an 
8,000-square-mile area while across the line another company may operate in an 
area over six times as large? Does this magic become even more effective as 
one moves westward across the country? California embraces over 158,000 square 
miles—nearly 20 times as much area as Massachusetts. And Texas over 267,000 
square miles—over 30 times as much area as Massachusetts. We find it difficult 
to see how a Federal Congress empowered by the Constitution to disregard 
State lines in administering affairs relating to banking and currency can justify 
this discriminatory treatment of the small States of the country. 

In connection with the foregoing it should be stated for the record that Bay- 
state Corp. at the present owns no banks located outside of Massachusetts 
and has no present intention of acquiring banks located outside of Massachusetts. 
We make the protest against this provision which we do because we do not 
think we should sit idly by and see an injustice done to the State in which we 
operate and to the companies organized under its laws. Should we at some 
future time wish to operate in an area larger than Massachusetts we do not 
feel we should be barred therefrom by reason of the provision under discussion. 

The Federal Reserve Board, it should be noted, in its amendments submitted 
to the House Banking and Currency Committee, recommended that this pro- 
vision limiting further growth of holding companies to State lines should be 
eliminated. 


8. Limitations of future acquisitions to geographic areas in which branches are 
permitted by State laws 


As well as limiting the future growth of bank holding companies to a single 
State, H. R. 6227, Sec. 5 (c) also provides that within a State bank holding 
companies may acquire the stock of additional banks only within the geographic 
limitations that would apply to the establishment of branches of banks under 
the statute law of the State (unless the statute law of he State affirmatively 
authorizes such acquisition, a thing which it is believed no State law now does). 

It has been repeatedly pointed out by supervisory authorities and bankers that 
a branch bank and the ownership of a bank by a holding company are entirely 
different things, and that there is no reason why the rules fashioned for one 
should apply to the other. Thus, in Massachusetts, the legislature has enacted 
that a bank may have branches in the county where its principal office is located. 
This expresses the public policy of Massachusetts as to branch banks. It does 
not express the public policy of ‘Massachusetts as to bank holding companies. 
The legislature has never seen fit to restrict their ownership of banks to the 
county of their principal office. 

Bank holding companies have been in existence in Massachusetts for over 28 
years and were in existence at the time the legislature enacted the law relative 
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to branch banks. If the legislature had wished to subject bank holding companies 
to the same limitations as applied to branch banks it could have done so, at 
least so far as State banks are concerned. It did not, however, choose to do so. 

Notwithstanding this, the proposed legislation appears to assume that Massa- 
chusetts must desire to subject bank holding companies to the same limitations 
as apply to branches and, although Massachusetts has in no way indicated this 
to be so, the present bill by legislative fiat forces upon bank holding companies 
in Massachusetts the restrictions Massachusetts has legislated for branch banks 
alone. The logic or good sense of this is not apparent. 

As well as confusing the issue of branch banks with the essentially different 
issue of bank holding companies, the proposed provisions must necessarily 
lead to lack of uniformity as to regulation of bank holding companies. The 48 
States may well have now or in the future 48 different approaches to branch 
banks and all these present or future approaches are written into the law of 
bank holding companies by H. R. 6227. 

The provision will also undoubtedly operate in a discriminatory fashion. Some 
States permit statewide branches, some no branches, and there are undoubtedly 
many variations of limitations in between. In Massachusetts, as an example, 
the provision will probably operate in such a way that Baystate Corp. shall be 
unable to acquire the stock of any additional banks in the future. As already 
stated, Massachusetts limits branches of a bank to the county where its principal 
office is located. The principal office of Baystate Corp. is in Boston which is in 
Suffolk County. This location is merely a historical accident and does not 
have the relation to Baystate’s business activities which the location of the 
principal office of a bank has to its. Baystate Corp. does not own control of 
any bank located in Suffolk County, and as Suffolk County comprises the city 
of Boston with its large city banks and little else, it is not likely that Baystate 
Corp., with its limited resources, will ever be able to acquire a bank in this 
county. This means, if the present bill becomes law, that as a practical matter 
Baystate Corp. wil Inever be allowed to acquire another bank, all because of 
the historical accident that its office is in Boston and Massachusetts limits bank 
branches, not bank holding companies, to the county of the location of the main 
office. It does not seem that this drastic result so far as Baystate is concerned, 
a veritable death sentence as to future growth, should flow from such accidental 
causes. This is particularly true when in some other States such as California 
where statewide branches are permitted the result would be quite different. It 
does not seem that Federal regulatory legislation should operate in such a way as 
to bring about such widely divergent results. 

Again we make note of the fact that the Federal Reserve Board in its 
proposed amendments recommend elimination of the provision of H. R. 6227 
tying bank holding companies to the branch banking law of the States. 


4. Limitation upon holding companies servicing their banks 


It is very customary for bank holding companies to perform services for the 
banks controlled by them. These are services which can be performed more 
efficiently and economically by some centralized agency than by the individual 
bank. It is difficult to see how there can be any legitimate objection to such 
action, and to the extent to which it reduces banking costs, why it is not a 
social good and something to be encouraged. It amounts to no more than what 
any group of banks independently may accomplish for themselves if they wish 
to cooperate in the operation of a centralized organization to render the same 
services. The services thus rendered by bank holding companies to their banks 
normally comprise work in some or all of the following fields: auditing, apprais- 
ing, investment counseling, conducting of a place of safe deposit, purchasing of 
supplies and equipment, surveys, standardization and research on operating 
methods, preparation of various comparative and statistical reports, obtaining 
on group basis of required insurance coverage—life, fidelity bonds, pension plan 
coverage, public liability, etc.—business development, personnel, consumer credit, 
and advertising. Even this list does not completely cover the services which 
in a particular case it may be found wise to obtain from a central source. 
H. R. 6227, however, for some reason unexplained, has picked out only the first 
four mentioned—auditing, appraising, investment counseling, and conducting 
a safe-deposit business—as being permissible, added a right to hold and operate 
properties to be used by the subsidiary banks and to liquidate assets for the 
banks and in effect banned all other servicing activities. (H. R. 6227, sec. 6 (a) 
and (¢).) 
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We are not aware of the reasons which induced the House to permit some 
servicing activities and apparently ban all others. It is difficult to see a dis- 
tinction in economics or social desirability between the services permitted and 
those banned. It is to the interest of the public that banking be carried on at 
the lowest cost consistent with furnishing adequate banking facilities. If costs 
can be lowered by group cooperation in the servicing field it would seem that this 
should be encouraged whether the group is composed of banks owned by a hold- 
ing company or banks not so owned. 

It is possible that the House committee thought that its enumeration of serv- 
ices was all inclusive, and that its banning of other services was unintentional 
If this is so, the amendment proposed by the Federal Reserve Board would 
rectify the situation. Instead of attempting to enumerate the permitted serv- 
ices the Board merely provided that a bank holding company might own the 
stock of a servicing company, the only requirement being that the Board should 
fiirst determine that its proposed activities were “so closely related to the business 
of banking or of managing or controlling banks as to be a proper incident thereto.” 
This provides the flexibility which a matter of this sort requires and at the same 
time adequately protects against the possibility that the servicing activities of 
a bank holding company will be other than those truly incident to the banking 
function. If there is any criticism of the Federal Reserve Board proposal, it is 
on the requirement that the servicing be done by a separately organized sub- 
sidiary. It would seem as though the organization of a separate service com- 
pany should not be required and that bank holding company should be allowed 
to render all of its services directly, as Baystate Corp. does now. The render- 
ing of services could still be made subject to advance Board approval and a 
determination that they were “so closely related to the business of banking or 
of managing or controlling banks as to be a proper incident thereto.” 


Senator Frear. We have as our next witnesses, Mr. Arthur J. 
Morris and Ellery C. Huntington, Jr., of the Morris Plan Corporation 
of America, New York City. 


STATEMENT OF ELLERY C. HUNTINGTON, JR., PRESIDENT OF THE 
MORRIS PLAN CORPORATION OF AMERICA 


Mr. Huntineton. Mr. Chairman, my name is Ellery C. Hunting- 
ton, Jr. 

May I speak first and have Mr. Morris follow me? 

Senator Frear. You may have Mr. Morris stay with you, if you 
like, Mr. Huntington. 

Mr. Hontinetron. Very well, sir; and I have another request to 
make. Since I am a lawyer by a and a bank holding com- 


pany official as a result of inadvertence, this statement of mine is 
really in the form of a brief. It would be too long to read. There 
are certain points in which we are particularly interested, and there- 
fore I wonld like your permission to discuss these points. I will 
follow the brief in outline, but I can save a good deal of time if I am 
permitted to talk off the record, so to speak. 

Senator Frear. May I say, Mr. Huntington, that there is only 
one member of this subeommittee who could interpret this brief, I 
am sure, and that is the Senator from Ohio. The Senator from 
Delaware would very much like to have you put it in layman’s lan- 
guage so that he can understand it, too. 

Mr. Hunttneton. I will do my best. 

Senator Bricker. You do not mean you want to speak off the record, 
but you mean you would like to discuss it without sticking to the 
brief ? 

Mr. Huntineron. Without sticking to the text, if I may. 

As I said, Senator, my name is E llery C. Huntington, Jr. I am 
chairman of the board of the Equity Corp. and president of the 
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Morris Plan Corporation of America. Mr. Arthur J. Morris, who 
is with me, is chairman of the board of the Morris Plan Corporation 
of America, and founder of the Morris plan system of banking. 

Senator Frear. We have heard much of Mr. Morris. 

Mr. Huntineron. The Morris Plan Corp. is a subsidiary of the 
Equity Corp., 68 percent of its stock being owned by Equity. Both 
companies are regulated under the Inv estment Company Act of 1940. 
We are, I believe, the only companies owning bank shares which are 
so regulated. 

[ make a particular point of that regulation because it becomes 
important in my subsequent discussion of these bills. 

I am addressing myself to H. R. 6227 and S. 880, because I was 
given to understand by the clerk of this committee that those were 
the bills to which we were to address ourselves. 

Senator Frear. I think that is true, sir. Have you seen S. 2350 
and have you had much of an opportunity to review it? 

Mr. Hunrineron. No, sir; I have not. I saw S. 2350 late yester- 
day afternoon and read it through just once. If we are to address 
ourselves to that bill I would like an opportunity to file a supple- 
mental statement, if I may. 

Senator Frear. I am sure without objection that would be per- 
mitted. This committee does not want to take any advantage of a 
witness because he has insufficient time properly to analyze the bill. 
If you would care to, after your testimony today, you could file a 
supplemental statement or testimony which will be made a part of 
the record. 

Mr. Hunrineron. Thank you very much. I am addressing myself 
to these bills on the assumption that they are the same legislation 
which has been sponsored for many years by the Independent Bankers 
Association, and my analysis of these bills and my comments about 
them will be made on the assumption of that authorship. 

In thinking about this sponsorship I would like to remind this 
committee that this drastic legislation—and I consider it very drastic, 
and much more-drastic, as I will try to show you, than bank holding 
company problems dictate—the motive behind this sponsorship, the 
independent bankers have told us, has been their fear of bank holding 
competition. I want to touch on that for a moment. 

We in the Morris Plan do not believe fear is a good excuse for 
legislation of this kind—fear or competition. Our banks are located 
in populous areas throughout the country, and we compete with the 
largest institutions in the United States. I do not think fear of 
competition, therefore, should be the basis for any legislation. 

With respect to our opposition, we do not object to regulation. We 
are already regulated, as I indicated to you. We simply object to 
regulation under this type of legislation, which is aimed at restrict- 
ing us and destroying our business. I am particularly concerned 
with sections 3, 5, and 6 of the bill, which are its implementing 
sections. 

In this statement of mine I have made an analysis of various 
sections of the bill in detail, to which I will not refer. They will 
speak for themselves. But we are concerned about some of the gen- 
eral aspects of this legislation. We think it is unrealistic in its 
definition section. We think it is impractical in its assignment of 
the dominant ownership responsibility to minority stockholders, as 
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it attempts to do. We think it has socialistic overtones in its inter- 
ference with property rights and with State affairs, and particularly 
in its attempt to cut off interstate investments, though these be limited 
in this bill to bank investments. 

We think it is confiscatory in its destruction of stockholder rights. 
We do not like the bill’s failure to provide for temporary exemption 
which has been provided by the Congress in every other holding 
company legislation which it has enacted, and which would relieve 
companies and the administrative agency of a great deal of time and 
expense. In other words, if there is some question about holding 
company status under the bill, or about whether or not businesses 
are related to banking, that the bank holding company should be 
given the benefit of the doubt until an order is entered by the Board. 
Otherwise the bank holding company might have questionable status 
for a long period of time, until the Board was ready to act. 

We think such a provisional exemption should be provided in this 
bill, as it has been in other holding company bills. 

We do not like the implications of section 17, which prohibits 
lending. Those are directed soley to bank holding companies. W: 
do think if there is going to be a prohibition it should be like the 
prohibition under which we operate under the Investment Act of 
1940, which cuts off entirely interaffiliate dealings of any kind without 
administrative agency consent. 

We think those provisions should apply as much to officers, di- 
rectors, and staff members of independent banks as they should to 
ourselves. 

We think the tax relief section should be improved, and that like 
any other tax relief it should include a skim-off or distribution tax 
free on a showing of the facts to the Treasury, as in any other case, 
rather than tying ‘that relief to a certification on the part of the Federal 
Reserve Board, which would perhaps mean that the whole case would 
have to be tried all over again before the Treasury, in any event. 
But particularly, as I say, we are concerned with sections 3, 5, and 6 
of this bill, as they relate to the control of bank holding company 
expansion, and to the divestment of businesses, which, as the bill ss LYS, 
are not related to the business of banking. 

On the question of expansion under section 5 of the bill, the impli- 

cations have always been that bank holding company expansion has 
bene excessive and monopolistic; that it has been illegal and that it 
has been uncontrolled. I think the records of past hear ings and the 
testimony of the various Federal agencies who have appeared, and 
the facts as they have been recorded in the statistical data which have 
been submitted by the Federal Reserve Board, indicate that bank 
holding company expansion has certainly not been excessive or monop- 
olistic. 

Bank holding companies in 1952, at the end of 20 years, controlled 
5 percent of the officers and approximately 8 percent of the total de- 
posits of all commercial banks. If savings banks had been included 
as they should have been properly, the percentages would have been 
much less. That expansion, too, has not been uncontrolled or illegal. 
As a matter of fact, the statistical data show that most of that ex- 
pansion, or a greater part of it, occurred in a manner which was 
completely controllable by the Federal and State authorities, because 
it took the form of branch bank establishment. Actually, the number 
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of banks owned by bank holding companies during that period of 
20 years dec reased, as they have as a matter of fact decreased since 
that time, as indicated by the data submitted last spring by the Federal 
Reserve Board. 

Expansion, as a matter of fact, is not a serious problem, It is a 
very simple problem. Expansion can occur in only two ways, as 
Federal saute y representatives have heretofore testified. Those two 
ways are by the direct purchase of shares of a bank and by interbank 
holding c ompany transactions. The interbank holding company trans- 
actions, in turn, would be limited to 2 possible transactions—the 
purchase by 1 bank holding company of the stock of another; or, 
the consolidation of 2 bank holding companies. Those 2 possibilities 

can be met in either of 2 ways: Either by very simple amendments 
to existing law, such as amendments to the Federal Deposit Insurance 
Corporation Act, where consolidation and sales of assets and other 
transactions of that kind by the banks are now controlled, or by the 
inclusion in any new bill which is written of very simple provisions 
governing those two possibilities of expansion. 

We certainly do not need any such drastic, far-reaching, sweeping 
provisions as those which have been inserted in section 5 of this bill. 

[ turn to the question of divestment. That is compulsory liquida- 
tion of assets which are described in this bill as nonbank assets. I am 
following from page 18 on at this point, Senator. 

The independent bankers have inserted in all of the legislation they 
have proposed, provisions which would require this divestment of 
bank and nonbank assets. Their testimony has indicated that their 
excuse and their reason for these drastic provisions of compulsory 
liquidation are twofold. In the first place, they say that the bank 
holding companies have the characteristics of banks, and that bank 
holding company groups are like branch banking systems and, there- 
fore, bank holding companies are the equivalent ‘of banks and should 
be permitted to do only what banks are permitted to do. 

This philosophy was so thoroughly demolished by representatives 
of the Federal agencies who appeared before this very committee in 
1953 and 1954 that I should think it would have been dropped as a 
reason or an excuse for a section of this kind. But the independent 
bankers are still asserting this as one of the reasons for their divest- 
ment section. 

Their other reason for the divestment section is that the concurrent 
ownership of banks and other businesses will lead to unfair dealing 
and unconscionable dealing between the bank holding company or 
its industrial or other ownership and underlying banks. They have 
not been able to point in any of these hearings to one single case of 
unfair dealings on the part of any bank holding company. In fact, 
the banking authority representatives who have appeared here have 
gone out of their way year after year in all of these hearings to tell 
you gentlemen that the record of bank holding companies has been 
highly commendable with respect to their honesty and their efficiency, 
and that they know of no case in which a legitimate bank holding 
company has indulged in unfair or unconscionable dealing with re- 
spect to its underlying banks. 

In addition to the charge of unfair dealing, recently there has been 
an inference that divestment of this kind is necessary because even 
if unfair dealing as such does not take place, nevertheless if bank 
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holding companies control banks and other things, then those other 
businesses will be privileged in their treatment over competing bus- 
inesses in the area. But 1 am sure any of you who have had experi- 
ence with ial and the operations of banks will realize that is a 
perfectly ieee argument and has no application whatsoever. If 
a bank holding company bank said to a furniture manufacturer, “W e 
will make you ‘this loan provided you deal with our lumber company, 

that furniture manufacturer would soon take his business to another 
bank which would get his loan and his deposits, and the bank holding 
company bank, if 1t pursued that philosophy, would soon be out of 
business. It just would not work and I am sure any operating man- 
ager of any bank in the country would come in here and testify to 
the accuracy of what I am just saying. That argument for divestment 
certainly will not hold water. 

In looking at the question of unfair dealing or unconscionable deal- 
ing by the bank holding companies or their industrial or other affiliates 
in underlying banks, | would like to stop for a moment just to call 
your attention to some of the provisions of the Investment Company 
Act of 1940, under which we are registered. 

I have never been able to understand—and I have always made 
this point in the 10 years of appearance here before various and sundry 
committees—I have never been able to understand why provision for 
exemption of investment companies was not contained in these bills. 
The Investment Company Act of 1940, which was written and enacted 
after some 3 or 4 years of intensive study under the direction, as I 
recall it, of this very committee, was adopted for the specific purpose 
of permitting regulated diversified divestment. The bank holding 
companies are investment companies under the definition contained 
in the Investment Company Act of 1940, and they are referred to in 
that act and they are excluded solely because there is a specific exemp- 
tion provided in section 4 (c) 3, I believe it is, of that act; or section 3 
(c) 4. There is a specific exemption for companies which are regis- 
tered as holding company affiliates under the 1933 Banking Act. Also 
there is an exemption if the bulk of your assets is in bank and insur- 
ance and other businesses, as, for example, ours are. 

But that act was devised by Congress so that companies such as 
ours—so that bank holding companies, if you will—could register 
under the Investment Company Act and be controlled by the Securities 
and Exchange Commission and have a diversified portfolio. That is 
what we have in the Equity Corp. and the Morris Plan Corp. 

The Equity Corp. owns no bank stocks directly. All of the bank 
interests are contained in the Morris Plan Corp., which also owns 
other things and operates other businesses besides banks. 

I might | pause for a minute to give you the distribution of assets in 
these companies. The aggregate assets in the Equity Corp. are about 
$483 million and some $28 million of those assets are invested in a 

variety of industrial enterprises. About $15 million are invested 
in the Morris Plan Corp. The Morris Plan Corp. in turn has aggre- 
gate assets of about $27 million, of which $15 million approximately 
are invested in banks, and some $8 million in a variety of companies 
which are either in lending operations themselves, and actually do 
the same sort of business which most of the banks of the country carry 
on, or own businesses which were organized and which are operated 
to supplement the activities of banks. Particularly those two busi- 
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nesses are a credit life insurance company, which insures the lives 
of borrowers, and also, incidentally, writes ordinary life in order to 
spread the risk; and an automobile insurance company which was 
organized and is operated to supplement our time sales operation 
which we devised solely for banks and which we service, and which 
is being operated by some 200 banks and banking offices in approxi- 
mately 15 States in the country. 

We had to have our own insurance carrier because, as you are 
undoubtedly aware, there are many periods during which it is dif- 
ficult to get insurance underwriters to carry automobile risks. There- 
fore it was advisable for us to have this carrier. Its principal business 
is the insuring of these risks, also, although it does carry some genera! 
lines in order again to spread the risk, which we feel should not be 
concentrated in the automobile business. 

Primarily these 2 insurance companies and these 2 insurance opera- 
tions supplement the activities of the c ompany which deals exclusively 
with banks, and which operates the service intended solely to permit 
banks to compete for dealer business with finance corporations. 

Mr. Morris will enlarge somewhat on the question of these many ex- 
traneous activities, so-called, of the Morris Plan C orp.. and will indi- 
cate to you how much they do relate to the business of banking. Yet 
it is these very businesses which this bill would tell us we would have 
to liquidate under the hammer. 

I have given you the statistical data on the Equity and Morris Plan 
Corp., and the distribution of those assets, in order to indicate to you 
that if we are forced to dispose of these assets at auction, the logical 
business choice we would in all probability have to make would be the 
liquidation of our banks. If we are compelled by an act of Congress, 
despite the fact that all of these investments were legally acquired by 
us in accordance with all of the provisions of the Investment Company 
Act, and have been legally held ever since ; despite the fact that we have 
no dealings with any - subsidiary or affiliate company and cannot have 
any dealings because of section 17 of that act, and would not have any 
dealings as a matter of policy, and never did before the act—despite 
all that we would be forced to liquidate these banks under the hammer. 

I would like to ask the independents who are trying to force this 
dire consequence 3 or 4 pertinent questions. Who would guarantee us 
a place where we could sell these banks? We have tried to sell banks 
on previous occasions, and oftentimes there is no market for banks. 
What would we get for them? Would we get the full asset value? 

Senator Frear. You have in the past several years bought and sold 
banks, have you not? 

Mr. Huntrveron. We have; yes. We tried to sell some, which we 
have not been able to sell, because there are no buyers. There is noth- 
ing in the statement of the independents that buyers can readily be 
found for banks, because they cannot. 

If we have to dispose of these assets, suppose we spun off $15 million 
of assets to our stockholders as a dividend, or suppose we sold these 
assets at great loss?) Who would replenish those assets in order to pro- 
vide us coverage for our preferred stock? Both Equity and Morris 
Plan have preference stock outstanding. Who would provide us with 
asset or earning coverage for that preference stock under those cir- 
cumstances ¢ 


Who would give jobs to all of the employees of these banks? 
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Who would take care of the pension rights and the insurance privi- 
leges, and all of the other benefits that we have given them in antici- 
pation of security for their old age? And who would replace the serv- 
ices in the communities where these banks are located, which our banks 
are now providing ? 

These are some of the questions which have to be answered in con- 
nection with this divestment section insofar as our situation is con- 
cerned. When we are considering the divestment section we have to 
look not only at section 6, but at section 3. And what is happening 
under section 3? 

A special class of bank-stock owners has been singled out here as 
the victims of this bill, and a large number of bank stockholders are 
being excluded. What are some of those groups which are being 
excluded ? Single bank owners, on the delightful theory, I suppose, 
that if we own 2 little banks, which we do as a matter of fact, with 
less than $500,000 of assets, we would be much more likely to be guilty 
of moral ‘turpitude and dishonesty and inefficiency than would the 
owner of, let us say, the Chase Bank, or the Bank of America, or some 
other large bank. 

It seems to be the theory of this bill, in other words, that there is 
some penalty on smallness, and you are only honest and efficient if 
you are big. I do not believe that is the theory on which the American 
economy operates, and I do not believe it is the theory which is going 
to be acceptable to the Members of this Senate. 

One of the other classes of bank-stock owners which is being excluded 
under this bill is mutual-savings institutions. This bill would pre- 
vent us from owning insurance companies, from owning real estate, 
irom operating an investment company registered under the Invest- 
ment Company Act of 1940, But in New York Sts ite, where we hap- 
pen to have our office, a mutual savings bank can write insurance and 
issue insurance policies in competition with ordinary life insurance 

companies. And yet that is one of the businesses we are going to be 
told we cannot have. 

The mutual saving institution can own and buy and sell and specu- 
late in real estate, and yet that is one of the businesses we are going 
to be told we cannot own. 

A mutual savings bank under the laws of New York State can own 
a registered investment company, and thereby be in almost any busi- 
ness you want to name. Yet we are going to be told we cannot own 
an investment company or continue to operate as a registered invest- 
ment company. 

You know, Senator, in Ohio a mutual saving institution can own 
any business in the world, as long as it owns it in fee. They just 
passed a piece of legislation which permits a mutual savings institu- 
tion to own a commercial bank. I do not know too much about all 
of the laws which apply to savings institutions in all of the 48 States, 
but I happen to be familiar with these. 

I know also in Massachusetts savings banks can also own commercial 
banks. 

Why should these bank-stock owners be excluded? They can go 
on and own all of these extraneous investments because they are not 
included under this bill, and they can own banks at the same: time. 
Are we so less honest and efficient than the mutual savings institution ? 

65330—55——11 





154 CONTROL OF BANK HOLDING COMPANIES 


They have no holding company regulation. The only regulation they 

have today is banking authority supervision. But we w vill have that 
too in the bank holding companies, and in addition we are willing 
to accept bank holding company regulation, plus Investment C ompany 
Act regulation. 

So why divestment? Why is that necessary ? 

Who else is excluded under this bill? Labor unions, welfare funds, 
charitable organizations, pension trusts. I have the greatest sym- 
pathy for the policy of welfare fund and union investment in banks 
and insurance companies and varieties of industrials as they are doing 
today. I have the highest regard for their managerial efficiency. 1 
am sure they are doing a wonderful job. Ihave the highest regard for 
their morals, but I dispute the fact that those morals or that { that ef- 
ficiency is any better than our own, or any better than the morals or 
efficiency of any other bank holding company on the record. I think 
those entities ought to be included. 

I agree with ‘what Governor Robertson said yesterday implicity, 
that there should be no exclusions under this bill. "Let us all be caught 
under the bill, whatever it may be, and if mutual savings and single 
bank owners and labor unions and labor union welfare funds and 
charitable institutions do not like the provisions of this bill, then let 
them come in here as we are and object to it. 

Senator Frear. Did I understand you to say that there were no 
abuses cited of bank holding companies ? 

Mr. Huntineron. I was very careful to say, Senator Frear, there 
were no abuses cited against legitimate bank holding companies. I 
am personally aware of the Chicago case. That was a case in which a 
corporate entity became a bank holding company momentarily as an 
incident to the perpetration of a fraud. 

Senator Frear. Yes. 

Mr. Huntinetron. The authorities have testified to that effect, that it 
was not a bank holding company before and its bank holding company 
status was purely inc idental to that transaction. 

Senator Frear. That would not prevent someone else from doing the 
same thing. 

Mr. Huntineton. Not a bit. That is why I advocate in any bank 
holding company law the inclusion of something like section 17 of the 
Investment Company Act. It has been surprising to me that the 
members of the Securities and Exchange Commission have not been 
called before any of these committees to testify to the efficacy of that 
act, and of section 17, because it is a way out of a dilemma here. 

I know you want me to be brief and I am trying to hurry through 
this, Senator, but I would like to come now to my objections on page 
27 and following of this brief. 

I think the approach to compulsory liquidation in this whole ques- 
tion of asking us to dispose of assets we have had for all of these years 
on the auction block under the hammer—the best way we can do 
so under this law is that there really should be another approach to 
this. Diversification is not something horrible. Diversification runs 
through the whole American economy—industry, finance, insurance. 
Every enterprise you can think of is becoming more and more diver- 
sified and it typifies our economy and distinguishes it from the econ- 
omies of other countries, as a matter of fact. Diversification is be- 
coming more and more common with banks. There was a time when 
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banks did not carry on a consumer credit business. That was only 
carried on by the little Morris Plan banks. Every bank in the country 
now has a consumer credit department. They are making time sales 
loans and transactions just as we are carrying on transactions of that 
kind in one of our subsidiaries which we would be told to dispose of 
under this bill. 

Diversification, I think, is needed by bank holding companies if 
they are going to perform their real function, which is to tap capital 
markets for the benefit of underlying banks. 

There are bank holding company representatives who appear here 
before you who say perhaps they do not require diversification; and 
they do not in this particular period, because bank stocks have been 
in demand. But there have been times, and you gentlemen will re- 
member those times, when bank stocks have not been in demand, and 
when diversification would be very much needed by companies which 
are attempting to sell their securities to the public. 

Therefore I say that diversification is a good thing for bank hold- 
ing companies. You can limit that diversification, but to pass a bill 
which has a clause saying, “Well, you can have diversification if the 
Iederal Reserve Board says it is in somewise related to banking.” 
Well, what is banking defined as? What is it tod: ay? Banks do all 
kinds of things. Does it mean the owne rship of insurance companies, 
or carrying on insurance business, as I pointed out savings banks carry 
on, or real-estate business, or the ownership of an investment business ? 
What does it mean? W hy not outline in a bill a certain limited num- 
ber of activities which a bank holding company can carry on, as I have 
attempted to do in some ¢ amendments I am going to ask to put before 
you in a moment? 

The other possibility is, in addition to limited diversification, which 
might be written into this bill, there should be unlimited diversification 
where you have double regulation, that is, where you have the owner- 
ship of bank stocks in a bank holding company which is supervised 
under the bank holding company bill, and where you have affiliated 
with that complete diversification through the very company which 
was set up by the Congress of the United States, that is, a company 
organized and oper ating under the Investment Company Act. In 
other words, that company would be a diversified company and could 
own anything it wanted. It could also own and control the bank hold- 
ing company in which would be deposited bank stocks, and that bank 
holding company would have the limited diversification of which 
I have spoken. 

We are not courting double regulation. We file a volume of reports 
with the Securities and Exe change C ommission every year which would 
reach half-way to this ceiling. But on the other hand, we would not 
object to it. We would not object to the theory of double regulation. 
That approach has not been considered by any committee of the 
Senate or House in any of these hearings. I would like to commend it 
to the consideration of this committee. 

With such regulation there would be a section 17 or something simi- 
lar, applicable to the bank holding company, and there would ‘be an- 
other section 17 anne able to the registered investment company. 
There could be no dealings between any affiliates without the consent 
of the administrative authority. 
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Section 17, if you are not familiar with it, is so strict that if an 
employee of one of our banks in an emergency wished to borrow $100 
from that bank for which he is working, “because of his wife's illness, 
or for some other emergency of that kind, he would not be able to do so. 
We would have to send him to another bank. If he worked for any 
other bank in the country, of course he could borrow that $100 from 
that bank. But under section 17 he cannot borrow from the bank for 
which he is working. We send him to another bank because otherwise 
we would have to go to the Securities and Exchange Commission and 
take an order under section 17, which would be a 6 weeks’ or 2 months’ 
proceeding. By that time his wife would either be dead or the emer- 
gency would otherwise be past. 

Therefore, you gentlemen have set up an effective means for con- 
trolling this unfair dealing which seems to be so much in the minds 
of the proponents of this bank holding company legislation. 

I would like to take a moment, if I may, Senator, just to talk about 
the amendments which I have been proposing, on pages 31 to 33. I do 
not know how to go about getting amendments considered by this 
committee. I have no one who will offer them for me. But I do hope 
they will be considered by the committee. 

Senator Frear. Sir, the part that is in the record will be gone over 
by the members of the subcommittee and the members of the full com- 
mittee, I am sure, and your recommendations will be considered by 
both the subcommittee and the full committee. 

Mr. Huntinetron. Thank you very much. I did not know how to 
go about it, so I included them here. 

Mr. Morris. Do these amendments have to be introduced formally 
with the bill? 

Senator Frear. No, sir. 

Mr. Morris. They do not? 

Senator Frrar. No, sir. 

Mr. Huntrneron. These amendments about which I am speaking 
are amendments to sections 3 and 6 of the bill, 

In the first place, in section 3 I am trying to suggest there a realistic 
definition for a bank holding company, but that is ‘the same definition, 
in effect, which has been proposed by the Federal Reserve Board, and 
has been proposed by other people at various times, and which appears 
in the Banking Act of 1933. It is the same definition, as a matter 
of fact, which appears in every piece of State legislation dealing with 
bank holding companies or comparable situ: tions. There is no State 
legislation to my knowledge which does not relate a status of this 
kind to more than 50 percent ownership of the voting stock or the 
power to elect more than a majority of the directors, or - perhaps more 
than a 50-percent ownership of the stock voted at the last election 
of the directors, all three of which tests are more or less the same. 

I have also included in there the specific provision about which I 
have been talking, which would be in lieu of one of the subsections 
of section 3, as it is now written in H. R. 6227, and which would pro- 
vide that a bank holding company would not include a registered 
investment company unless that registered investment company itself 
directly owned voting shares in a bank. That would carry out my 
theory that the investment company, which would be the parent, could 
under the Investment Company Act have its diversified investments 
depending on which type of registered investment company it hap- 
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pened to be, and could, at the same time, own a registered bank hold- 
ing company, in which would be contained bank investments and other 
investments permitted under whatever law might be enacted, which 
again would be under the supervision of another agency. 

Senator Frear. In your opinion, what is the purpose of the Invest 
ment Company Act of 1940? 

Mr. Huntrineron. In my opinion, the purpose of the Investment 
Company Act—and I say that because I sat here through the greater 
part of the time through ‘those 3 years—the whole purpose of that act, 
as we understood it in working on it, was to devise a piece of legisla- 
tion which would permit of regulated diversification of investment. 
And that is what you have. It is a very stringent bill. It is much 
more stringent than it should be in some respects. I think it should 
be amended, but. nevertheless, we have lived and worked under it for 
15 years and gotten along all right under it. 

Senator Frear. You do not think its purpose was to protect the 
investor ¢ 

Mr. Huntrneron. Absolutely. That is why I said to provide for 
regulated diversification. 

Mr. Morris. Intercompany finance. 

Mr. Huntrneron. Regulated diversification. Yes. Unquestion- 
ably it was designed for that. 

Senator Frear. In my opinion that was the purpose of the act, 
namely, to protect investors. That was the purpose entirely. 

Mr. Hunrrneron, You do not think it was to provide regulation of 
diversified portfolios ? 

Senator Frear. I think that he be a collateral part of it, but I 
think the basis of it was that. I did not sit here those 3 years, so it is 
a matter of opinion. 

Mr. Huntineron. The effect is the same in either case, I think, 
Senator. You do have a law which does permit of regulated diversi- 
fication. Some of that diversification is limited, as you know, depend- 
ing on whether it is a nondiversified or a diversified company. It can 
register as either. Some of it is completely diversified, but neverthe- 
iess all of it is regulated. So that is the effect of the legislation, in any 
event. And certainly any transactions by the affiliates are completely 
cut off under that bill. I know of no cases actually where there has 
been unfair dealing. If there has been any, it has been very severely 
punished, but I do not happen to known of any occasion where the 
Securities and Exchange Commission has proceeded against anyone. 

Senator Frear. If you do not know of any cases, you do not know 
whether they were severely punished or not ? 

Mr. Hunrreron. I think the Securities and Exchange Commission 
would testify here—— 

Senator Frear. You think the Securities and Exchange Commis- 
sion, if they had violations, would take measures to prosecute them ? 

Mr. Hunrtrneron. Indeed, I do; and I think they would be glad to 
testify to the efficacy of that act, and particularly section 17, whic hI 
am recommending to this bill 

Senator Frear. Did I understand you to say at the beginning 4 
your testimony you were the only bank holding company that wa 
registered as an investment company ¢ 

Mr. Huntineron. I believe that is so. I know of no other. 
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Senator Frear. Then this recommendation and the amendment you 
propose would eliminate your company from the act? 

Mr. Hunrineron. It would eliminate our company and any others 
who wanted to register. 

Senator Frear. Apparently you are the only one. 

Mr. Hunrineron. But not if they own bank stocks. But others 
could register under the Investment Company Act. 

Senator Frear. Yes. 

Mr. Hunrineron. I am suggesting it, Senator, as an overall solution 
and not simply to be applied to us. 

Senator Frear. But you are the only one to which it applies at the 
present time ? 

Mr. Hunvtineron. At the moment we are the only ones who have 
had that experience. 

Senator Frear. I thought I understood you to say that. 

Mr. Huntineron. Yes, sir. It is quite clear. The next amend- 
ment to section 3 is to define “company” to include everybody, as I 
have indicated previously. 

The following amendment is simply to provide for provisional ex- 
emption, which as a matter of fact the Congress provided as I said 
in every holding company statute it has adopted thus far. 

I move to the amendments to section 6. In the amendments of 
section 6 which I am proposing, and which I hold no brief for the 
exact language involved, in item (7), that is, paragraph number (7) 
which I have indicated here, I Bos outlined services which we are 
carrying on and which I contend are either services that banks nor- 
mally perform or are essential services which we are carrying on for 
the benefit of banks, and which supplement bank activities. 

I think this type of service should be spelled out. It would be 
applicable to any bank holding company, and I would give bank hold- 
ing companies at least this much latitude without having to go to the 
Federal Reserve Board with their hat in hand and s say, “Please, gen- 
tlemen, is this or is it not a business related to banking?” I think 
something ought to be defined in the bill which specifically says these 
are businesses related to banking. 

I would also include the accounting and other services which the 
bill already provides for. 

I have also provided in the amendment of section 6 a paragraph 
numbered (8) that this prohibition would not apply to the owner- 
ship by a registered investment company or any affiliate—which would 
be our Morris Plan C orp.—of any securities of any company engaged 
in any activity which would be permitted under the Investment Com- 
pany Act. 

So that if an investment company chose to be both an investment 
company and a regulated bank holding company, that is, double 
regulation of the same company, it would be permitted to do so under 
this amendment. 

I have also provided that a bank holding company ought to be per- 
mitted to do anything an underlying bank is permitted to do, and it 
seems to me it is a reasonable provision to have in any bill of this 
kind. That is paragraph number (9). 

Also, I think there should be a provision which would permit com- 
panies—unless the Congress is prepared to cause incalculable loss to 
stockholders—it seems to me it would be only fair, in addition to these 
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other provisions, and so that there should be no mistake about it, there 
should be a provision to provide that companies which are now operat- 
ing other businesses would be permitted to continue those businesses. 
It is going to be a disastrous thing from a financial point of view to 
provide for compulsory liquidation. 

Mr. Watuace. Mr. Huntington, is your investment company a 
closed-end investment company ? 

Mr. Huntineron. We are a closed-end nondiversified company, 
which is a misleading term, because actually it means we are diversi- 
fied. You know the expression “closed-end nondiversified” means you 
are a diversified company. In other words, we own a variety of indus- 
trials and real-estate businesses and other businesses, but we own those 
largely through the majority control. 

Mr. Watuace. You investment company then does control some 
companies ¢ 

Mr. Huntineron. Oh, yes. We control industrials and real-estate 
companies—largely industrials. In addition to that we control the 
Morris Plan Corp. in which are located our bank investments and 
these other businesses which we contend are supplemental to banking, 
or directly in the field of banking. 

Mr. Watxace. Are there not two problems involved here? One is 
your control of nonbank enterprises which are in your estimation 
related to your central banking operation, such as insurance? 

Mr. Huntrneron. Yes, sir. 

Mr. Watxace. Where you have comakers involved; and automobile 
and liability insurance, and so forth ? 

Mr. Huntrneron. Yes, sir. 

Mr. Watiace. But the second one is the investment ¢ “ompany which 
controls nonbank assets and shares which are not related, like in- 
dustrials. 

Mr. Huntinetron. That is right. That is correct. And which 
would also, under my plan, through a registered bank holding com- 
pany, have an indirect interest in banks. But under my plan it could 
not itself own directly any bank shares. All its interest, if it were 
an investment company, would have to be concentrated in the bank 
holding company which would be registered and supervised under 
some bank holding company bill. 

Mr. WALLACE. Tt i is your contention that you should (a) be able to 
control the nonbank enterprises which are related to your loan opera- 
tions because they are related; and (b) be able to control nonrelated 
nonbank assets because you are regulated under the provisions of the 
Investment Company Act of 1940. So that you have an Investment 
Company Act which regulates you with respect to your control of com- 
panies which are not related to the banking: 

Mr. Huntineron. That is right. 

Mr. Warxtacr, And one such as the insurance operations which are 
related, and, therefore, should be controlled by the bank holding 
company ? 

Mr. Huntrneron. That will be controlled by the bank holding 
company. Your Investment Company Act control, which would regu- 
late your investment company and your nonrelated nonbank assets 
would be under the Securities and Exchange Commission supervision. 


That investment company would not own the shares of any bank under 
my suggestions. 
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Of course, that Securities and Exchange control would extend on 
down through to the bank holding company which was owned by the 
investment company and to all of its interests. The bank holding 
company then would be the only entity which owned any bank stoc ks 
and it would be, in turn, controlled by the bank holding company, 
so that they would have dual control so far as underlying banks are 
concerned with respect to any kind of dealing. 

Mr. Watxace. Did I understand you to say earlier that there was 
no self-dealing between companies controlled through your investment 
company and your bank holding company or affiliates of it4 

Mr. Hunrineron. Under the Investment Company Act there can 
be no dealing of any kind between affiliates of an investment company. 

2 affiliate of an investment company is not only another meaereny 

‘an investment company itself, but it is a stockholder, an officer « 

di rector—the term “affiliate” is very carefully defined—of any of Seats 
companies, including stockholders, officers, directors, and employees 
of underlying banks. ‘There can be no dealing between any individual 
and any company in the group or between any two companies in the 
group. Any dealing of any kind, under section 17 of the Investment 
Company Act, is prohibited unless you receive a definite order from 
the SEC 

Mr. Wattace. Coulda company controlled by your investment com- 
pany keep its deposits in 7” Morris Plan Bank? 

Mr. Hunvineron. Oh, it could do that. Yes. It is permitted 
under section 16. 

Mr. Wauiace. Do they? 

Mr. Huntineron. They do in some cases. 

Mr. Watxace. Can the Morris Plan make loans to companies con- 
trolled by your company ¢ 

Mr. Huntineron. No, sir. The bank can only receive the benefit 
and there are no divisions whatever. 

Mr. Watuace. The bank can receive any benefits accruing from its 
control of these companies, but could not give benefits, in other words, 
downstream dealing is permitted, but not upstream dealing? 

Mr. Hunrineton. Downstream transactions are permitted under 
the Investment Company Act. Yes, sir. 

Mr. Wauiacr. May I ask this question? You feel in your opera- 
tions that you should be permitted to control related bank operations, 
and I think you probably made a good case for why you did it origi- 
nally. That is, in the beginning it was difficult to extend credit on a 
broad basis, and if you were going to do it you would need some sort of 


insurance to protect the loans—both life insurance and casualty 
insurance. 


Mr. Hunrineron. Yes, sir. 

Mr. Wau.ace. However, let me ask you this question. Suppose the 
bank holding company merely set up an insurance company which 
charged the same rates and everything else that existing insurance 
companies charged. Would that be justifi able, in your opinion ? 

Mr. Huntineron. Well, I think it would. I think it is fully part 
of your banking service, just as automobile insurance is a necessary 
part of the time sale service which is carired on by banks. I think 
those are essential services, and the point I would like to make is that 
banks, as they are defined in any bank holding company bill I have 
ever seen, are actually writing and selling insurance. The mere fact 


































PAI Anas OAT 








Seine shat 


































CONTROL OF BANK HOLDING COMPANIES 161 


that we do so through a separate entity is a distinction without a 
difference, it seems to me. 

Mr. Morris. May I supplement the answer to that question ? 

Mr. Huntrneron. I am through, Senator, unless there are some 
other questions. 

Senator Frear. Yes, I have 1 or 2 questions. 

Mr. Huntineron. What I am trying to say to the members of this 
committee is that I am asking for an approach of regulation as against 
an approach of confiscation ‘which I think is the purpose of this bill. 

Senator Frear. I don’t think anyone could quarrel with you for 
that statement at all. You have been around these committee hearings 
a long time? 

Mr. Huntineton. A long time; yes, sir. 

Senator Frear. In March of 1950, before a subcommittee of the 
Senate Banking and Currency Committee, hearings were held on 
S. 2318. 

Mr. Huntineron. Yes, sir. 

Senator Frear. And at that time a chart—you are probably fa- 
miliar with that chart. 

Mr. Huntrneron. I am familiar with that chart. 

Senator Frear. It was entered as part of the record. 

Mr. Huntineron. And that chart was false when it was made, and 
it was known to be false by the people who made it. It was false when 
it was inserted in the record. I have so stated before. 

Senator Frear. Have you? 

Mr. Huntineton. Yes. 

Senator Frear. Do you have a chart that isn’t false? 

Mr. Huntrneron. Yes, sir. 

Senator Frear. Could we have those for the record ? 

Mr. Huntineron. Indeed you may. 

(The charts referred to will be found on pp. 162 and 163.) 

Senator Frear. You know that I wasn’t on that subcommittee at 
the time. 

Mr. Huntineron. I know you didn’t do it, Senator. I know who 
did it, and the implications are completely false, too. 

Senator Frear. We would like to have this a part of the record, sir. 
Would you supply it? 

Mr. Huntineron. Could I send you one? 

Senator Frear. Oh, yes. 

Mr. Huntrneron. I will do so. 

Senator Frear. Yes. 

Mr. Huntrneton. This is the only copy I have. 

Senator Frear. I understand. The only reason for asking that 
question of you was that we would like to have it up to date, and we 
don’t want anything that would portray your company in a bad light 
at all, sir; no intention of that. 

Mr. Huntineron. I will give you this. 

Senator Frear. Right. May I just suggest, with no idea at all of 
attempting to hurry the next witness through, because we don’t want 
to do that under any conditions, that the Senate goes into session at 
12 o'clock. We do have, as I understand, 4 treaties that are coming 
up, and there must be rollcall votes on those 4 treaties. That, as T 
understand it, comes after the morning hour. The morning hour may 
last 10 or 15 minutes, or it may last 30 or 40 minutes, Mr. Morris and 
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Mr. Huntington. I would like to continue as long as we may, but with 
the idea that whenever the rollcall comes that we will have to recess 
the committee until those votes are over. 

Mr. Huntineron. When the bell rings, we go. 

Senator Frear. When the bell rings, we go. 

Mr. Huntineron. I forgot, Senator. Thank you for your courtesy 
and kindness. : 

Senator Frear. Thank you for being down here with us and giving 
us the benefit of your long experience. I also know that it will be of 
great benefit to the members of the committee. 

Mr. Huntineron. It is altogether too long. 

Senator Frear. We may not agree with all of your suggestions, but 
we will be happy to talk about them. 

Mr. Huntineton. Thank you, sir. 

Mr. Morris. If we are going on, Mr. Chairman, may we have a 5- 
minute recess ? 

Senator Frear. Now? No, sir. We will continue right on unless 
you prefer not to. Mr. Morris, I believe you came up with Mr. Hunt- 
ington and I believe you identified yourself at that time, did you not? 

‘Mr. Huntineton. Yes, sir, I identified him. 

Senator Frear. I thought it was in the record, anyhow. We are 
ready to proceed, Mr. Morris. 


STATEMENT OF ARTHUR J. MORRIS, CHAIRMAN OF THE BOARD, 
MORRIS PLAN CORPORATION OF AMERICA 


Mr. Morris. What I would like to do is to make a preliminary state- 


ment and then refer to my printed statement. 

Senator Frear. Without objection, the printed statements of both 
Mr. Huntington and Mr. Morris will be made a part of the record at 
the conclusion of this testimony. 

Mr. Morris. My name is Arthur J. Morris. I am the founder of 
the Morris Plan of consumer credit in this country and abroad. I am 
active chairman of the board of directors of the Morris Plan Corpora- 
tion of America. I wish to record my vigorous opposition to the en- 
actment of the 1955 bank holding legislation now before this com- 
mittee. 

Senator Frear. Does that extend to S. 2350 also, Mr. Morris? 

Mr. Morris. Yes, sir. 1 am not positive about S. 2350. I have 
just seen it sine e yester day afternoon. 

Senator Frear. Well, the same privilege will be accorded you as 
each other witness. After you have gone over S. 2350—and I am 
sure you will want to—if you want to make : a supplementary statement, 
send it in, and it will be made a part of the record for the benefit of 
the subcommittee and the committee. 

Mr. Morris. I should say this: From my hurried glance at S. 2350 
it at least is not as catastrophically ridiculous as the other two bills. 

Senator Frear. I am afraid the acting chairman may have to chal- 
lenge some of that before the day is over. 

Mr. Morris. In fact, I am convinced if the committee would take 
time to digest this legislation and the dire consequences its passage 
would have upon our American daily economy, no party in power 
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would stain its obligations to society by assuming the responsibilities 
of its passage. 

In fact, all you have to do is to digest the criticisms of Chairman 
Martin and Governor Robertson to convince yourselves the bill 
passed by the House should be rejected. 

[ might add here that if you could only take the time to study Colonel 
Huntington’s brief and all his minute, meticulous references there- 
unto appended which represent days and nights of honest research 
into this undertaking, you would be convinced that no bill should 
be hurried through this august organization upon which the rights 
of American people are dependent. 

Senator Frear. From past history, Mr. Morris, I am sure you are 
of the opinion that no bill has been hurried through relating to bank 
holding companies after the years of testimony and the years of bills 
before the Congress. I would also like to state for your benefit and 
that of Colonel Huntington that his statement will be studied at least 
by the acting chairman of the subcommittee; as well as yours. 

As I said before, there is no obligation on the part of the acting 
chairman to concur in the opinions set forth and in your analysis of 
it, but we will be mightly happy to study it as well as the testimony of 
others that will be ‘presented here. If we come out with a proper, 
right, or very innocuous bill, it will certainly not be from the lack 
of study. 

Mr. Morris. I feel somewhat reassured by that promise because it 
is very difficult in our legislative processes to give all the time and at- 
tention that is necessary to an undertaking of this character. No per- 
son appreciates the difficulties and the limitations that are inherently 
posed upon a committee of this character. 

Senator Frear. Well, thank you. I know that you have spent 
many hours in the span of your life working for the benefit of other 
people, and I suspect a little bit for yourself. That statement that you 
made, I think, is very true because the members of this body here 
are not working only when you see them before a subcommittee or 
on the floor of the Senate. They usually take a little briefcase home 


with them and burn a little of the electricity that Pepco supplies here 
in Washington. 


Thank you. 

Mr. Morris. No man appreciates that more than I do. 

Senator Frear. I understand that. 

Mr. Morrts. I would like to give this committee a very brief history 
of the Morris Plan, one that will take just a few minutes to give you 
at least a bird’s-eye view of what has taken me 50 years to acc omplish. 

Senator Frear. I have heard a little of your plan because I have a 
very close friend who is part of the operation and directorship of one 
of your institutions in Delaware. 

Mr. Morris. Well, | owe much to the great citizens of Delaware. 
When I first eame north from Norfolk, Va., and I needed the sup- 
port of the people that had money and vision and character, one of 
my outstanding initial supporters was Coleman du Pont. 

Senator Frear. W ell, [ can understand you are going to cause me 
to burn a little more midnight oil now in reading this statement. 

Mr. Morris. Let me first say that I was practicing law in Norfolk, 
Va., from 1901, and I soon became identified with the leading ee 
interests in the eastern district of Vi irginia, became counselor for 
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number of banks, and after the successful organization of a sizable 
firm, I almost entirely specialized in banks and banking, investment 
banking and the financial organization and reorganization of 
corporations. 

Incident to that experience, I had Tom, Dick, and Harry coming to 
the office. 

Senator Frrear. Were they “Byrds”? 

Mr. Morris. Beg your pardon? 

Senator Frear. Were they “Byrds”? Tom, Dick, and Harry 
Byrds? 

Mr. Morris. Well, I had Tom, Dick, and Harry coming to the 
office wanting loans, and I asked, “Why do you come to a law office?” 
and their reply almost invariably was, “We have been to every bank 
in town and we can’t get any accommodation from any bank, not- 
withstanding the human necessity thereof, because we are not in 
business.” 

Well, I made altogether, through the various banks I was counsel 
for, 140 loans, and every one of them I was compelled to endorse. 

Senator Frear. Personal endorsement ? 

Mr. Morris. Personal. And when those 140 loans paid out without 
the loss of a dollar, I became quite interested in the fact that these 
people had no access to bank credit. 

I thereupon organized a group of men and women, and at my own 
personal expense -I sent them all over the United States to make a 
research into facts in order to determine whether or not the condi- 
tions with which I was familiar that existed in Norfolk were at all 
prevalent in other sections of the country. 

To my surprise, I found that 80 percent of the American people 
had no access to bank credit. In fact, the only credit to which 80 
percent of the American people had access was either personal friends, 
fortunate relatives, charity societies, high interest, chattel loan 
societies that were then encouraged by the Sage Foundation, and the 
loan sharks. 

| thereupon made up my mind that I was going to start an experi- 
mental bank in order to determine if character and steady earning 
power could be developed as a basis for private credit and later for 
credit not only to the individual but for modest credits for persons, 
firms, and small business enterprises. 

I started that first bank in Norfolk, Va., with $20,000 capital. You 
can imagine how much confidence my contemporaries had in my idea 
and ideals when I had to put up the capital and guarantee the other 

half against loss in order to obtain the first board of directors. 

Senator Frear. That was in 1910? 

Mr. Morris. 1910. 

Senator Frear. That survey that you made that you just spoke of, 
was that the one which you present on page 6, which shows that 80 
percent of the American public had no access ‘to credit of any kind 
except as they resorted to loan sharks or charitable institutions ? 

What would be your analysis of today’s market? What percentage 
of the American public does have access to credit ? 

Mr. Morris. I would say that more than 80 percent of the American 
public today have access to fair credit. 
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Senator Frear. In other words, less than 20 percent—it has been 
reduced—instead of 80 percent of the American public having no 
access of that kind, it is less than 20 percent ¢ 

Mr. Morris. More than 80 percent have access today; I would 
say 90 percent. 

Mr. Watuace. To bank credit? 

Mr. Morris. To bank credit. 

Mr. Wattace. Well, credit corporations do a very thriving business. 
Does that mean that they only operate in this range of 10 percent? 

Mr. Morris. Oh, no. Oh, no. There are a lot of people that will 
never go to a bank credit corporation because of their own peculiar 
circumstances. Some of them don’t want the bank credit to know 
why they are borrowing money. There are all kinds of persons, firms, 
and outfits in this country that have either different forms of credit 
and want different terms of credit and do not want to disclose all the 
facts and circumstances incident to the credit they seek who would 
rather pay higher rates of interest. 

Take concerns like beneficial industrial loan and household finance 
companies that charge from 214 percent a month up according to the 
various limitations imposed upon them by various States. Why, two 
concerns together do a business of from 150 to 200 million dollars a 
year. Buta great many people that go to them could get credit from 
our Morris Plan Bank, but they prefer to pay higher rates of interest 
because of circumstances with which they are more familiar than 
I am, 

For example, we have a cardinal rule in all our consumer credit that 
we not only want to know the purpose of the loan but we want to be 
sure that the loan serves some human purpose or some economic pur- 
pose or some reasonable purpose. 

I have known of case after case where a man making $150 or $200 
a month would come to a Morris Plan Bank to borrow $200 to $500 
to buy a fur coat that he didn’t want his wife to know about. Well, 
he wouldn’t get that loan. 

Senator Frear. What did his wife get? 

Mr. Morris. He would go to the household finance company or 
some other loan 

Senator Frear. But she got the coat? 

Mr. Morris. Probably. 

We organized, as I said, the first bank open for business in 1910 in 
which credit was to be predicated upon character and earning power 
confirmed by two comakers at that time in the same walk of life as 
the individual borrower so that in the event he could not pay the 
monthly payments one of the other comakers would. 

That first concern, that first bank, was known as the Fidelity Sav- 
ings & Trust Co. 

It was in that first bank that we loaned $59,000 on motorcar trans- 
actions for the installment purchase of motorcars. The first install- 
ment transactions on motorcar purchases in this country was financing 
of a six-cylinder Ford chassis for Davis’ Bakery in Norfolk, Va., on 
which chassis he put a bread delivery wagon. 

Senator Frear. What year was that? 

Mr. Morris. 1910. 

Senator Frear. In the first year of opening? 

Mr. Morris. First year. 
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As I said before, we loaned $59,000 in the first year of operation 
on installment financing of motorcars, and it is a matter of authenti- 
cated documented history that those transactions were the first motor- 
car financing in this country. 

Senator Frear. What did the owners of the mules and horses say 
to that? 

Mr. Morris. Well, you can imagine what they said because before 
the year was out, the board of directors passed the resolution that 
there be no more installment loans on benzene buggies unless they 
were occ upied by lawyers, doctors, or other professional users. 

Senator Frear. Is that so? 

Mr. Morris. Yes. 

In order to hurry along and not burden you with the details of 
the evolution of the Morris Plan—after I or ganized 12 of these banks, 
the second one in Atlanta, why the Atlanta Constitution under Clark 
Howell gave a great deal of editorial comment on it and cartoons and 
referred to it as Morris’ plan of banking. 

When I came back to our law offices in Norfolk after the com- 
pletion of the second bank in Atlanta, Ga., every day or every week 
we were in receipt of letters from all over the country from people 
wanting to know what was necessary to obtain one of these kinds of 
banks according to Morris’ plan of finance. 

We or ganized, as I say, 14 banks. We first started a small holding 
company witha half a million dollars. After the demonstration of the 
first 2 banks, I raised a half a million dollars in 1 evening in my 
office as compared to the ability to raise $20,000 for the first bank. 

With that $500,000 I organized 12 additional banks or 14 banks, 2 
of them as far west as Denver and 1 in southwestern St. Louis, 1 in 
Washington, Richmond, and as far east as Springfield, Mass., and New 
Haven, Conn. 

I was trying it in different parts of the country. It didn’t take 
more than a couple of years before we exhausted the $500,000 from the 
initial holding company, and I also became impressed with the neces- 
sity then for the nationalization of the undert aking. 

At that time, about 1914, I made up my mind that I was going to 
extend throughout this country what I then called the democratization 
of credit among the masses of the American people. 

I went to New York. As I said before, I was received first by 
General Dupont. Through him and one of my law partners, I met 
Herbert L. Sasley, and then I met Henry B. Davidson and Willard 
Streit and Charles H. Sabin, and through further friends that accom- 
panied me from Norfolk I met some of ‘the top men in New York and 
had several very important conferences in the offices of J. P. Morgan 
& Co. 

In one of these conferences I laid down this principle, which was the 
first time I had ever heard it enunciated in this country, that our 
industrial supremacy depended upon mass production: there could 
be no mass production with safe economy without mass consumption, 
and there could be no dependable mass consumption without mass 
credit. 

In other words, mass credit must be in order that mass consumption 
may be, and mass consumption must be in order that mass production 
could be. The industrial supremacy of this country depended upon 
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that corollary. As a result of it, continuity of the employment of 
labor would necessarily follow. 

At that particular interview, that enunciation of that principle 
made a very profound impression not alone upon the conferences but 
particularly upon Mr. Henry P. Davidson, who was then one of the 
outstanding banking economists of this country, one of the ablest men 
I have ever met. 

As a result of that conference, we organized a $5 million bank hold- 
ing company which is the predecessor to the present Morris Plan 
Corporation of America. The first one was called Industrial Finance 
Corp., but at that particular time we had also organized the first fac- 
tory finance company for Studebaker Corp. and because of those 
activities we organized subsequently the Morris Plan Corporation of 
America which required more capital than the $5 million. 

At that time, after we had organized about 20 of these Morris Plan 
banks, I should say that it was at that conference when Mr. Willard 
Streit took the position that he wanted these banks to be called the 
Morris Plan banks, I took exception to that suggestion. I said the 
minute you call these banks by an individual proper name you will 
engender jealousy and you will otherwise find that it will be more 
catholic to call them by some general name. But I was outvoted at 
the time, and since I was endeavoring to get the first $5 million in the 
first holding company, I had to abide by what Mr. Willard Streit and 
his associates wanted, and that is when it was called the Morris Plan 
banks, and at that particular time he drew a trademark of a black 


diamond which up to this day has constituted the registered trademark 
of Morris Plan banks. 


At about this time, after 20 of these banks were in operation, we 
found that it was quite difficult for some of the worthy borrowers to 
obtain comakers, and in order to help worthy borrowers obtain accept- 
able comakers, I started in this country the first credit life-insurance 
company of America. 

I went to Harley Fiske in Metropolitan Life whom I knew and tried 


my best to get them to start the company. But they took months and 
months of investigation, and finally they said that they did not think 
they would want to enter that field of insurance underwriters. 

I started the first credit life-insurance company in this country 
with $200,000 of borrowed money which enabled us to insure the lives 
of all our borrowers in order to protect their comakers. 

As a result of that start, I think it was in 1917, why there is out- 
standing today in credit life insurance in this country, which is now 
written by I don’t know how many companies, according to the New 
York Times’ last statement, more than $20 billion of credit life. 

I want to emphasize the point also that after we obtained the charter 
it was first called the Morris Plan Insurance Society, but since we 
wanted to take in banks other than Morris Plan banks, we had to 
change the name to Banking Security & Life. 

I want to emphasize the point that we had to increase the capital 
and had it not been for the holding companies of the Morris Plan 
Corporation of America and its growing financial assets, it would 
have been impossible to have dev eloped the. credit life-insurance under- 
writing in this country which is today such a momentous factor in 
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distributing the consumer credit that has created these marvelous 
results in improving the standard of living. 

To hurry along, I should say that from that early beginning of the 
development of the Morris Plan, as near as we can estimate it from 
all of our affiliated operations, we have to date loaned between eighty 
and a hundred billions of dollars. Our personal loans average a good 
deal less than a thousand dollars. Our losses today are less than a 
quarter of 1 percent. 

The fact that I started installment financing of motorcars and in 
1919 I began the first factory financing of motorcars for the Stude- 
baker Corp. right after the First World War and increased their out- 
put from 16,000 cars to 142,000 cars is the result of the exclusive finance 
company I started for them, which was the forerunner of the General 
Motors Acceptance Corp., in the organization of which I didactically 
cooperated. 

Asa result of having started the installment financing of motorears 
plus personal loans, the motorcar industry is now the largest industry 
in the world. 

[ want to say here that consumer credit in this country has made 
possible a standard of American living that is the envy of the civilized 
world. 

I first submit to this committee, Are you going to unwittingly or 
unwillingly be a party to destroying what my associates and I have 
taken 50 years to develop? 

It seems utterly improbable that any democratic, constitutional 
form of government would go out of its way to recognize and to assist 
such a development and such a demonstration rather than to raise 
its finger with a single piece of doubtful legislation that could curtail 
or could destroy the human benefits that millions and millions of people 
had benefited in this country from the cosmic and national develop- 
ment of consumer credit such as we have begun. 

Senator Frear. Is it your opinion that either of these bills, including 
S. 2350, will prevent consumer credit, stop it ? 

Mr. Morris. There isn’t any more doubt about the answer to that 
quesion—it will not prevent consumer credit, but if it is carried out 
to the letter as the possibility of these bills entails, it will curtail 
consumer credit to a marvelous extent. 

Senator Frear. Is there any better analysis of what it will do and 
what it won’t do and whether the people want it or don’t want it than 
in the people themselves ? 

[ have listened with great interest to what you have said and 
may I also say that you have an interesting history and an inter- 
esting background, but the only people who are privileged with the 
exception of a very few to get their biographies in the record and fur- 
nished at Government expense are the Members of the Senate. We 
don’t always permit witnesses to do that, but I think the acting chair- 
man has been rather lenient so far in your testimony, sir. 

We have asked you to come here and you have come here with 
the idea of talking about the legislation before you. You have pref- 
aced your remarks, and as I said, it has been quite interesting, building 
up to this point. But getting back to the question of whether con- 
sumer credit or the people of this country want or do not want Morris 
Banks or any other type of lending agency will depend upon the public 
of this country. If they don’t like the activities of their representa- 
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tives in the Senate and if we pass legislation which will not be to 
their interest but be a disadvantage to them, they will soon remove 
us and you will have those down here who will do more of the will 
of the people than those presently here, sir. 

Mr. Morris. Well, I have no reason to believe that the present rep- 
resentatives of these people in the Senate are not fully capable of 
protecting their interests and their facilities for consumer credit, and 
my sole purpose in spending these few minutes in giving you a back- 
ground is so that you will appreciate what I have to say later is the 
difficulty with these bills. 

I am not opposed to regulation. In fact, I think the more regula- 
tion we have, if it is intelligently imposed upon us and there is intelli- 
gent administration thereof, no one can object to it. But I do object 
to confiscation. I do object to passage of legislation that is going to 
destroy the ancillary measures that have made consumer credit pos- 
sble, and that is what I am leading up to. 

Senator Frear. I think we can agree on the confiscatory statement 
that you made. 

Mr. Morris. I have more than that 10 minutes. 

Senator Frear. Yes, sir, we will have to recess. 

Mr. Morris. I promise to be brief after lunch. 

Senator Frear. The subcommittee will recess until 2:30 with the 
privilege of the acting chairman to get back as soon as he can. But 
it must depend upon the action of the Senate and it also must depend 
upon the privilege of meeting this afternoon, which I think will be 
granted. But it has to be secured before we can proceed this after- 
100N. 


With those ideas in mind, we will attempt at least to start at 2:30 
in this room, continuing the hearing, sir. 

(Whereupon, at 12:33 p. m., a recess was taken until 2:30 p. m., 
the same day.) 


AFTERNOON SESSION 


Senator Frear. The subcommittee will come to order. Mr. Mor- 
ris was on the stand when we recessed. 

Mr. Morris. I am going to try and make it short now. 

Senator Frank. All right, sir. You may proceed, Mr. Morris. 

Mr. Morris. I asked the indulgence of this subcommittee to let 
me give you certain historical information relating to our develop- 
ment of consumer credit in this country. The reason I did that pri- 
marily was so that this subcommittee would appreciate the fact that 
these bills—and I am referring to the two bills other than S. 2350— 
have talked about segregation of nonbanking facilities. Segregation 
is the wrong word. What they have really asked you to do is to 
confiscate our nonbanking activity. 

I call your attention to the fact that from the first Morris plan bank 
we began the installment financing of motorcars. I call your atten- 
tion to the fact that after we had organized 12 banks, we originated 
credit life insurance in this country. Incident to our development of 
motorcar financing, we have found it necessary to own and provide 
fire, theft, and liability insurance, and we have the Industrial In- 
surance Corp. that is essentially necessary to continue our install- 
ment motorcar financing facilities. 
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One of the gentlemen asked, Do you also take some general insur- 
ance? We do, incidentally, because the loss on motorcar financing 
is so terrific, running anyw here from 80 to 120 percent premium, that 
we have to spread the risk by taking on some regular fire and theft 
insurance. ‘That is one of the nonbanking activities that we must pre- 
serve. If we do not preserve it, you are going to impair our Morris 
plan facilities of consumer financing. . 

Just as important is our Bankers Security Life Insurance. I told 
you that is our credit life insurance. We insure the Morris plan bor- 
rowers and we insure the borrowers of a number of other banks now 
throughout the country, several hundred of them, that have copied 
the Morris plan system. 

It is essentially necessary for us to maintain the Bankers Security 
Life Insurance Co. as a part and parcel of our development of con- 
sumer credit. You would be amazed to know how many people can 
get co-makers who insure their lives through us, where otherwise they 
could not get the co-makers. <A lot of people s say to an individual ap- 
plicant, “Well, if you live, I think you will pay it out, but if you die, 

I'll be stuck.” So he says, “I am carrying automatic insurance with 
the very Morris plan”—or ‘other bank——“that is making me the loan.” 
So that is an essential necessity. 

In addition to that we have organized what is known as the Ameri- 
can Installment Credit Corp. That is purely a service corporation. 
That corporation enables us to show commercial banks how to compete 
with the finance companies. We carry the insurance, which in turn 
helps us to carry the risk of our own financing. By that method, we 
have 200 or 300 banks affiliated with us that are now able to compete 


with motorcar finance companies, some of the biggest ear some 


of the largest companies, who do the business ‘at_ much vigher rates 
than the banks we service. In that way, we have helped the Ameri- 
can public finance motorcars as low as 314 percent on new cars and as 
low as 4, 5, 6 percent on used cars. 

These three companies are essentially necessary. They are a part 
of our business from the day that I created the first Morris plan bank. 
That is the reason we ask that they be exempted as nonbanking activ- 
ities, so that we will not destroy the ancillary dependencies or the 
ancillary facilities upon which we are dependent in the development 
of a volume of business. I cannot emphasize too strongly that the 
whole Morris plan operation, the whole operation of consumer bank- 
ing, is a volume business. Unless you can do a volume business, you 

cannot stay out of the red. I think I am conservative and not under- 
estimating when I say 7 our actual Morris plan volume, after taxes, 
both Federal and State, I do not think we average more than 1 percent 
on volume. In other words, if I lend you a thousand dollars, I doubt 
whether it is possible for us to make more than $10. 

I might say that these ancillary activities have not hurt anybody, 
there is nothing on the record to show that any harm has come to any 
person, firm, or corporation from these ancillary activities. Nobody 
has shown any unfair competition on our part. We have a record that 
we feel speaks for itself of the high-class manner in which we have 
conducted our business. To destroy those ancillary activities is not 
only to impair the public facilities, but is to destroy our ability to 
continue our extraordinary service. 
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You asked, Mr. Chairman, if we were thrown out of business, if 
consumer credit would end in this country. Positively not. But I 
do not think it is fair to destroy the creator of it in order that those 
that have copied our accomplishments should survive, and our creative 
efforts extinguished. 

They say that imitation is the sincerest form of flattery. Well, we 
are not interested in the flattery of the imitation by 12,000 banks, but 
we do not want to be penalized by their ability to continue at the 
expense of our existence. 

Our holding company was necessary to obtain capital from time to 
time for our banks which, comparatively speaking, are small banks 
serving countless small people. Even the Federal Reserve saw this 
and passed special legislation naming Morris plan paper. I had a 
hard time with Senator Glass and Senator Fletcher to put in there 
“Morris plan or similar paper,” because I was lawyer enough to know 
that a statute just limited to Morris plan paper would have been class 
legislation and might have been held unconstitutional. But Morris 
pla in and similar paper today by special statute has been made eligible 
for rediscount. 

In closing, permit me to say to the members of the committee that 
our banks and their operations have been designed to meet require- 
ments of consumers. Over the nearly 50 years which have elapsed 
since we made our first personal loan and financed our first time sales 
contract, outstanding consumer credit has grown in volume until 
today it is an indispensable part of our dynamic economy. The devel- 
opment would have never taken place but for the vision and the 
courage of men in the banking industry who were willing to shape 
their policies and their procedures to the necessities and predelictions 
of the masses. 

I will never forget when I needed for rediscount the first million 
dollars that I had to have. General Coleman Dupont wrote his check 
for a million dollars without any fear or hope of any profit therefrom. 
When I told him that he was not taking any risk and I offered him 
a profit, he declined it. I was rediscounting Morris plan paper by 
our parent company, the Morris Plan Corporation of America. We 
had bank lines, we exhausted $12 million worth of bank lines, and 
then the Chase and the National City, and then the Bank of Com- 
merce, said if we wanted any more lines, we had to deposit more 
money. So I got the general to put up another million dollars, and 
then I got another director to put up a million dollars, and finally 
got $25 million worth of rediscount. 

Senator Frear. Do you have lines of credit with commercial in- 
stitutions ? 

Mr. Morris. We have substantial credit. At the present time we 
are using very little of it. 

Senator Frear. If you borrow a million dollars, for instance, from 
one of the commercial institutions, is it discounted or do you get your 
full million dollars and pay interest quarterly or semi-annually ? 

Mr. Morris. I’m afraid I did not get that. 

Senator Frear. If you borrow a million dollars, is the million 
dollars discounted by the bank that loaned it to you? In other words, 
do you pay your interest in advance or do you . 

Mr. Morris. No; we pay interest on monthly balances. 
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Senator Frear. I see. Well, is that the way you loan to your bor- 
rowers, too ¢ 

Mr. Morris. No. 

Senator Frear. Do you charge them ¢ 

Mr. Morris. We loan always on a discount, on an add-on basis, time- 
sales contract, add-on. 

Senator Frear. Then you treat the little people a little bit ditferently 
than you are treated by the commercial banks. 

Mr. Morris. If a bank lends me a million dollars, they can do it on 
one basis and make a small profit out of it. Lf our average loans run 
less than $1,000, if we did not get a discount on it and have them repay 
it monthly, the credit would not be sound and the return would be so 
little we would be out of business. 

Senator Frear. Well, now, there is no inference in this. I am only 

trying to educate myself. But I read in here about the “little > P 
that you had done a great deal for them, and I do not deny that, 
I think you have. But you are subjecting them to discount rates on 
their loans. If you borrow from another institution, you get the full 
amount and you pay the interest on your balance, as you said, month] 
or something like that. 

Mr. Morris. Correct, you are correct. I won't argue that differ- 
ence. 

We contend that any bank holding company should not hesitate to 
grant the exemptions we are proposing, so that we do not have to go 
hat in hand to the Federal Reserve. 

I won’t burden you with a presentation of these amendments, because 
Colonel Huntington has filed them with you, and I think the time has 
come when I should not repeat anything that is not essentially neces- 
sary to present my views before this committee. But I am satisfied 
that even if it is necessary to keep us under the Investment Company 
Act and put us under the Bank Holding Act, we have no objection, 
even to the double regulation, even to the double supervision. All we 
do ask is that we not be deprived of the vested interests that we have 
created as essentially necessary to our continued efforts. Nothing that 
has been said by the so-called Independent Bankers Association would 
suggest to anybody the necessity of confiscating our business and 
destr oying what has taken us 50 years to build up. 

Colonel Huntington is very reluctant. He says if you make the 
exemptions and leave it to the discretion of the Federal Reserve 
Board, he does not want to go hat in hand begging them every time to 
pass on our ancillary activities; that they should be sufficiently defined 
so that there cannot be any concern. 

I submit and I hope and pray that there will be enough study and 
mature consideration on this. Colonel Huntington is a very con- 
scientious fellow. He has worked day and night in submitting a brief 
that is so meticulous in detail that there cannot be any escape from a 
fair, justifiable solution of this constant annual debate for bank hold- 
ing legislation. 

Mr. Watxace. It may be that this is a question for Mr. Huntington 

rather than for you, Mr. Morris, but I was trying to determine, in your 
studies of the ‘legislation, how the Morris plan system would be 
affected. The Morris Plan Corp. is a holding company. 

Mr. Morris. Bank holding company. 
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Mr. Watuace. Yes. But then the Equity Corp. 

Mr. Morris. Is an investment company. 

Mr. Watace. But it controls the Morris Corp. So that it would 
also be a bank holding company, is that not correct’ There are two 
bank holding companies involved. 

Colonel Huntineron. There would be multiple regulation, yes, 
sir, that is right. 

Mr. Wattace. I am trying to understand how the legislation would 
affect you—whether it would apply only to Equity, since it controls the 
Morris Plan Corp., or whether it would affect both simultaneously. 

Colonel Huntineron. Under the bill, they would both be bank hold- 
ing companies, as well as regulated investment companies. 

Mr. Wautuace. So there would be two bank holding companies own- 
ing many of the same banks, control of the banks. 

Colonel Huntineron. Actually, of course, the registered invest- 
ment company owns no bank stoc ‘ks itself whatsoever. Its only owner- 
ship is of industrials. All the bank stocks are owned by the Morris 
Plan Corp. of which the Equity is a 68 percent owner, and our bank 
investments are concentrated in that company. Both of them, of 
course, are regulated under the Investment Company Act. If this 
bill were enac ted, both of them would also be bank holding companies. 

Mr. Watxace. Well, is the Morris Plan Corp. covered by the In- 
vestment Company Act? 

Colonel Hunttneron. Oh, yes, subject to exactly the same regula- 
tions as Equity, since it is an affiliate. 

Senator Frear. Thank you, sir. 


(The prepared statements of Mr. Huntington and Mr. Morris 


follow :) 


STATEMENT OF ARTHUR J. MORRIS, CHAIRMAN OF THE BoOArpD oF DIREcTORS, Morris 
PLAN CORPORATION OF AMERICA 


Mr. Morris. My name is Arthur J. Morris, and I am chairman of the board 
of the Morris Plan Corp. of America and the founder of the Morris Plan. 

I wish to record my vigorous opposition to the enactment of the 1955 bank 
holding company proposals which are now before this committee. 


SPONSORS OF BILL AND THEIR PROPOSALS 


The proponents of this measure, as I have been given to understand, are a 
group of bankers who have joined forces around an organization or organiza- 
tions labeled “Independent Bankers Association of America” or having sub- 
stantially similar titles. 

This group has for years been sponsoring legislative proposals similar to 
those embodied in the current bills. These proposals have, in the past, been un- 
realistic, unwarranted, and oppressive just as are the provisions of the measures 
they are now advocating. I would be doing less than my public duty if I did 
not appear here to oppose, as strenuously as I have opposed their former efforts, 
what these people are now attempting to do. 


STATE AUTHORITY SHOULD NOT BE WEAKENED 


This legislation is so thoroughly bad in so many particulars that it is diffienIt 
to enumerate all its faults and dangers. One of the things it does, as has been 
true of prior measures supported by these independent bankers—is to undermine 
State authority. 

I do not believe the people of this country want State authority weakened in 
any particular. We scarcely need a Hoover Committee report to remind the 
American people that we must view, with apprehension, the sprawling Federal 
bureaucracy we have created. We want its activities curtailed—not enlarged. 
We want as many functions of government as possible returned to the States, 
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where we will be aware of what is being done—not left in Washington, removed 
from the scrutiny of the taxpayers. There should be no need, in any reasonable 
regulatory measure, to enhance Federal agency power as is contemplated in this 
proposed legislation: in its attempt to usurp the power of the States to deter- 
mine the conditions under which outside corporations may enter to do business; 
in its interference with transactions which take place wholly within a State: 
in its destruction of property rights created by State law (including the right 
of stockholders to preserve their proportionate interests in corporate assets and 
earnings); in its endeavor to rewrite State banking laws; and in its socialistic 
concepts that the Federal Government should be permitted to shut off invest- 
ments across State lines and foreclose the citizens of one State from asserting 
property claims in another State. 


OTHER BAD FEATURES OF BILL 


There are, of course, other features of this legislation which are obnoxious 
as its attack on States rights. I refer to the hardship it might impose on 
minority owners of bank stocks—both corporate and individual; the resulting 
limitations on our smaller banks in reaching sources of new capital; its attempt 
to assign bank holding company responsibility to individuals who may be working 
together for the general good of some bank in which they may be interested; 
its “class” character, emphasized by its discrimination against corporate bank- 
stock owners and its special, favorable treatment of mutual savings banks and 
labor organizations; its disregard of the preemptive and other statutory rights 
of stockholders ; the duplication of liability and supervision it would bring about ; 
and the many other things which are elaborated upon in the opposing statement 
of Ellery C. Huntington, Jr., president of the Morris Plan Corporation of America. 

I approve wholeheartedly the position taken by Mr. Huntington and I support 
his objections to the measures under consideration. 


rREATMENT OF SMALL BANKS AND DEATH PENALTY PHILOSOPHY PARTICULARLY 
OBNOXIOUS 


I will limit my own criticism of the proposals of the independents to two 
features which I find especially repugnant. (H. R. 2674 and 8. 880 are substan- 
tially alike and, for the purposes hereof, will be treated as one and the same.) 
These are the bills’ utter disdain of small banks, and their requirements (amply 
evidenced by the bills’ provisions which would eliminate both corporate investors 
and nationwide markets) and its ruthless treatment of interests which are 
vaguely referred to as nonbanking investments. 

Chese subjects are somewhat related. Both involve questions of philosophical 
approach to which I have given a lifetime of thought. Both touch upon prin- 
ciples of banking conduct and service which are close to my heart. 

The death sentence section of this bill (sec. 6), in effect, provides the owners 
of bank stocks who are assigned bank holding company liability under the bill, 
must, within 2 years, dispose of all the investments and businesses they possess, 
other than their investments in banks and in what is termed “related 
businesses,” 

The bill does not provide for an alternative but it is obvious that any investor 
who values his other interests more than his bank holdings must liquidate the 
latter. This is a consequence of the bill which evidently did not occur to these 
independent bankers when they drafted it. but it might be the only solution 
for some of us at whom the measure is directed. 

In fact the independents have framed their bill in such fashion that we could 
not liquidate our bank stocks free of tax except upon a Federal Reserve Board 
certification we might never receive. What they are really attempting to do is 
to compel us to become bank holding companies even though we may prefer 
to dispose of our bank ownerships. 


MISTAKEN VIEW OF DEATH SENTENCE 


The people who are supporting this bill would like you to believe that they are 
asking for a segregation of assets and that this will be a simple matter. Actually, 
they are not proposing segregation but enforced liquidation—and this is a serious 
matter. 

I would like to tell you of some of the hardships and injustices which might 
be inflicted on our companies if any such philosophy as that embodied in these 
bills were enacted into law. I refer not only to the Morris Plan Corp. but also 
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to the many banks it has brought into existence. I also have in mind the serious 
impact the bill will have on the services and facilities of these institutions which, 
for decades, we have been making available to hundreds of thousands of worthy 
individuals. 


HISTORY OF DEVELOPMENT OF MORRIS PLAN 


To make clear the points I have in mind, I must give you some historical data. 
I began the first Morris Plan bank in 1910 in Norfolk, Va., with $20,000 capital 
for the sole purpose of making a start in the democratization of credit. By this 
I mean the making of loans to the individual who had no security to offer for 
bank credit. I was not long in discovering the fact that more than 80 percent 
of the American public had no access to credit of any kind except as they resorted 
to loan sharks or charitable institutions. 

After I had operated the first Morris Plan bank 14 months, I was sufficiently 
encouraged to undertake the organization of a second Morris Plan bank in 
Atlanta, Ga.—a city which was then infested with loan sharks. Both of these 
banks were successful from their beginning and demonstrated the fact that 
you could extend credit in modest sums to honest wage earners with no security 
other than their character and earning power. 

This principle having been demonstrated to be safe in operation and reasonably 
profitable to capital employed, I organized four other banks in order to test the 
plan in different localities—North, South, East, and West.’ 


SOURCE OF SMALL BANK CAPITAL 


The progress of these six banks enlisted public attention throughout the coun- 
try. I was overwhelmed with requests for Morris Plan banks in cities through 
out the United States. I found I could not meet the demand for these facilities 
except by organizing a bank holding company through which to insure the 
capital and provide some form of installation and supervision service. 

I thereupon organized a small holding company in Norfolk, Va., with $500,000 
capital. In less than a year, I found this capital to be inadequate. I then 
came to New York and presented the problem, and our experience, to some of the 
best financial minds in the metropolis. These men and I organized a company 
of $5 million capital. This was the predecessor of the present holding company, 
the Morris Plan Corp. of America. 

Subsequent to this, and in order to provide the facilities for implementing 
the principle of democratizing credit for the average man on the street, it became 
necessary to organize the Morris Plan Corp. with a very much enlarged capital 
structure. 

All of the foregoing was made necessary because I learned from bitter expe- 
rience that it was almost impossible for small, local banks to obtain the necessary 
additional capital to meet their growing requirements without the assistance of 
some larger, closely associated entity which would be responsible for furnishing 
to them capital funds as required. 

As a result of the demonstrated success of the principles underlying the Morris 
Plan, and after banks in general had begun to realize the importance of these 
facilities to the mass of American people, commercial banks all over the country 
began to emulate the Morris Plan system by opening personal loan and consumer- 
credit departments. Notwithstanding the increase in consumer-credit facilities, 
the people for whom the Morris Plan was originally undertaken have continued 
to prefer their own industrial and consumer credit banks. This fact is demon- 
strated by the:growing volume of business of Morris Plan banks and other similar 
institutions that have been successfully developed throughout the country. 


NONBANKING ACTIVITIES OF MORRIS PLAN 


It soon became apparent, as the Morris Plan grew larger and larger, that it was 
essential to provide some protection to the comakers required under the system. 
Tn fact, from the early days of the Morris Plan development, leading bank author- 
ities raised one criticism; that while the loans were made primarily to the 
American wage earner, predicated upon his character and earning power, the 
system provided for one or more endorsers in the form of comakers, and that 
this procedure necessitated the protection of such comakers. 

A study of this problem finally led to my organization of the first credit-life 
insurance company in this country, which was then called the Morris Plan 
Insurance Society and is now known as the Bankers Security Life Insurance 
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Society. Initially I tried to get existing insurance companies to undertake this 
protection, but they could not be persuaded to enter such a new field of under- 
writing. As a result, our insurance society was organized and developed by the 
Morris Plan Corp. of America. The life-insurance protection afforded by this 
insurance society enabled worthy borrowers to obtain comakers because, in the 
event of the death of the borrower, the insurance protection liquidated the debt 
and safeguarded the comakers as well as the estate of the borrower. 

Without the intervention of the Morris Plan Insurance Society there is no 
question but what the development of consumer credit in this country would 
have been materially impaired. And without the holding company it would have 
been impossible to have organized and developed this protective insurance service. 

In addition to its interests in the life insurance company which I have described, 
the Morris Plan Corp. controls a company known as National Industrial Credit 
Corp. This corporation, through subsidiaries, carries on a variety of busi- 
nesses—in the lending and consumer-credit field; services a time sales finance 
plan for banks; and furnishes the liability and property damage insurance with- 
out which the time sales plan could not effectively function. These services were 
devised for the sole purpose of providing media through which banks, operating 
on the consumer-credit field, may successfully compete locally with finance com- 
panies. Our affiliated insurance companies write general fire and casualty lines 
by way of offsetting the excessive loss ratios which are customary in compre- 
hensive automobile coverage. . 

I would like to emphasize the fact that the bank time sales service we are 
operating and the insurance facilities which supplement it, enable banks—in 
the communities where constituent banks are located—to compete with the 
finance companies which heretofore have had a high rate monopoly on this type 
of transaction. Our insurance companies are, of course, an integral part of the 
plan for the simple and obvious reason that outside coverage is difficult to retain 
due to the loss experience with respect to the type of risk involved. 

Our bank-service plan is open to any bank—subject to franchise limitations. 
We are now serving some 200 bank offices in 15 different States. Most of these 
offices are those of banks in which we have no financial interest of any kind. 


SUPERVISION OF SERVICE ACTIVITIES 


All of the operations I have mentioned—and all our intercompany dealings— 
are, of course, subject to rigid supervision. The banks with which we deal 
are supervised by Federal and State banking authorities; our insurance com- 
panies are regulated by State insurance departments: and the activities of all 
our other companies are rigidly controlled under the Investment Company Act 
of 1940. 

These are the operations which the independent bankers would now like to 
have you tell us we must abandon because, in some way or other, they are a 


threat to bank investments. The best answer to this kind of nonsense is a plain 
statement of facts. 


BANK SERVICES SHAPED TO CUSTOMER REQUIREMENTS 


These enterprises were devised for the purpose of extending and protecting 
the many services our banks are constantly attempting to make available to 
our customers. The little people of our American communities were not getting 
much attention from the big banks at the time we began our Morris plan develop- 
ment. 

I was determined that they would get attention from us: and T have insisted 
from the outset that we do everything we can to keep pace with the requirements 
of the public. 

And by and large, we are doing just that. Our tiny institution in the city 
of New York, for example, beset as it is with competition from the largest banks 
in the country, maintains something more than 1 million current credit files. 
These are all files of honest little people of the world, as is indicated by the fact 
that our average loan to them last vear was less than $1,000 and that on these 
loans they paid us back so faithfully that we were able to preserve our loss 
ratio record of about one-fourth of 1 percent. 


THE INDEPENDENT BANKERS’ POSTTION ON BANK SERVICES 


Now I can well understand why it is that the independent bankers are trying 
to convince you that most of these things we are doing are dangerous and wrong. 
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I understand this because—following one of your prior hearings at which their 
representatives had been urging more or less the same type of legislation they 
are now sponsoring, I looked into the activities of one of them. I selected this 
representative because he was then the president of the association. 

What I discovered about this important official may explain the apparently 
maniacal compulsion he and his independent banker coconspirators have for the 
destruction of legitimate banks. 

If the institution run by this estimable gentleman is typical of those of other 
members of his group, none of them are in the banking business at all and can 
have no concept of the responsibilities of a wideawake, public-spirited, modern 
bank. 

This ex-president of the association which is trying so desperately to get you 
to put us out of business once wrote an article about his operations, which 
because of my interest in him, I have preserved. He made three significant 
statements in this article (hearings 1953-54, p. 629): First, that his deposits 
were approximately $12 million ; second, that his bond account totaled $8 million ; 
and third, that he had just under a million dollars in total loans. 

The man of whom I am speaking was then conducting his business in a splendid- 
looking, well-located building in one of our large, fast-growing metropolitan 
areas. But he was not giving banking services to his community. He was either 
running a warehouse for Government securities or acting as a bond trader for 
unsuspecting customers—in either case, as can be surmised, with riskless benefit 
to himself. 

I do not personally know the individual of whom I am speaking and I regret 
the necessity of referring to his business as he has described it. But over the 
years, I have grown tired of the attacks which he and his associates have leveled 
against those of us who believe that good banking requires a willingness to meet 
the needs and demands of the public. ; 


THE OBJECTIVE OF THE INDEPENDENT BANKERS 


What I have said about a former official of the Independent Bankers Associa- 
tion seems to be equally true of other members of that organization. We have 
examined into the operations of five institutions with which are connected cer- 
tain representatives of the independents who appear to be their chief spokesmen. 
We were not able to get much information about the banks in question for they 
publish few detailed statistics. This is quite the reverse of our own situation, 
I might add, since voluminous data concerning all our investments are always 
on file with the Securities and Exchange Commission. 

Despite the paucity of available information about these independent banks, 
we discovered two things: First, that the average of their loan volume was less 
than one-third of that for our own banks. This indicated—as had been true 
of their ex-president—that these independent bankers were rendering less than 
full service to their communities and that they would be vulnerable to aggressive 
competition. 

The second thing we learned was that, since 1944, their growth had been only 
a fraction of that of our Morris Plan institutions. We wanted to compare our 
earning records but this was impossible due to the fact that their figures are 
not, evidently, a matter of public record. We found enough, however, to con- 
vince us that these people have been sitting on their hands while other banks, 
including our own, have been hustling to develop business. (Hearings 1953-54, 
pp. 551-552.) For banks as a whole have grown tremendously during the period 
I have mentioned due to our great increase in population and to the shifts which 
have occurred as a result of business dispersion and living changes induced by 
war and technological improvement. 

All of this I found most illuminating. It explained what I had heretofore 
suspected, namely the independent bankers have been attempting to persuade 
the Congress to destroy bank holding companies as a painless way of killing off 
potential competition. They evidently want to continue to sit on their hands, 
and they hope the Congress will make this possible. If they expended half the 
time and energy running their businesses which they have devoted to attacking 
bank holding companies they would be able to meet competition in the field— 
where it can and should be met—rather than in a committee hearing room. 
That, at least, is the philosophy we pursue in the operation of our _banks—and 
they face the biggest and most powerful institutions in the entire United States. 
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COMPARATIVE STANDARDS OF EFFICIENCY AND MORALITY 


The final thing I would like to say about the independent bankers and their 
legislative theories is this: 

The very language of the measure they have devised and the testimony they 
have given in its support, indicate a conviction that there are some magic quali- 
ties and characteristics to be found in their bank managements which are lack- 
ing in the managements of bank holding companies and the institutions they 
control. These shortages, they feel, will be overcome by straitjacket regu- 
lation and the assignment to the Federal Reserve Board of wide and arbitrary 
discretion. 

My answer to these unwarranted assumptions is that our Morris Plan man 
agements have been in existence much longer than many of the independents. 
Our record of service and efficiency during this period speaks for itself. On 
the whole we have done our fair share in meeting the requirements of the com 
munities in which we have been doing business and still have shown a growth 
and investment return which will compare favorably with the average for other 
banks. We have survived bad times without having had to run to Washington 
for financial aid, and no bank we control has ever closed its doors—an experi 
ence which has not been common to all other banks, including separately owned 
banks. 

Our record of honesty is at least as good as that of efficiency. We have been 
the victims of embezzlement—as have most of our competitors—but the integrity 
of our top mManagements—of our banks and the Morris Plan Corp. alike—has 
never been questioned. Although we are supervised by several authorities and 
our transactions are subject to the closest scruitiny, we have not been accused 
of dishonesty or unconscionable dealing. 

We are much more regulated than the independents—much more restricted in 
our spheres of action. I see no objection to this—for I believe in the principles 
of full disclosure and limitation of insider dealing. These are the bases of the 
limitations to which we are subject and it would be wholesome, I am convinced, 
if they were made applicable to independent as well as corporate managements, 
as we are elsewhere suggesting. 


CONCLUSION 


In closing, permit me to say this to the members of this committee: Our banks 
and their operations have heen designed to meet the requirements of consumers. 
Over the nearly 50 years which have elapsed since we made our first personal 
loan and financed our first time sales contract, outstanding consumer credit has 
grown in volume until, today, it is an indispensable prop to our dynamic economy. 
This development would never have taken place but for the vision and the cour- 
age of men in the banking industry who were willing to shape their policies 
and their procedures to the necessities and predilections of the masses. 

I am proud of the fact that the Morris Plan Corp. and the banks it owns, and 
the supplemental services it has organized, have been able to contribute to this 
development. We have endeavored to be legally and ethically correct in all that 
we have done. We have maintained ourselves and the underlying banks and 
other businesses for which we are responsible through good times and bad— 
even during the dark days of the “bank holiday” when the doors of powerful 
neighbors, including some under Federal agency supervision, were closed. 

We ask no special favors. We are reguiated and have no fear of regulations 
but we resist—and will continue to resist—destruction. 

Gentlemen, the measure before you is dangerous, impractical, authoritarian. 
It is designed to serve special interests. It is false to the traditions of initiative 
and risk taking to which American enterprise is dedicated. 

In the name of commonsense and the democratic processes in which we all 
believe, I urge the rejection of this philosophical monstrosity, 

The results of the 50 years of development of consumer credit by us in this 
country has made possible a standard of living throughout these United States 
that is the envy of the civilized world. No legislation should impair its further 
potentialities. 


STATEMENT OF ELtery C. HUNTINGTON, JR., PRESIDENT, Morris PLAN CoRPORATION 
OF AMERICA 


Mr. Huntineton. My name is Ellery C. Huntington, Jr., and I am president 
of the Morris Plan Corporation of America, which will be referred to throughout 
my statement as the Morris Plan Corp. The Morris Plan Corp. is the owner of 
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bank stocks and has interests in other businesses which were largely established 
to supplement banking operations. As a representative of the Morris Plan Corp., 
I am appearing in opposition to the enactment of the above-mentioned bills. 

I am, also, chairman of the board of directors of the Equity Corp (herein 
sometimes referred to as Equity”), which is an investment company registered 
under the Investment Company Act of 1940, and I am appearing in opposition 
to the enactment of the above-mentioned bills on behalf of this company. 

Since Equity owns a majority of the outstanding voting shares of the Morris 
Plan Corp., this latter company and its subsidiaries (including subsidiary banks) 
are subject to regulation under said Investment Company Act of 1940. Equally 
subject to regulation are all directors, officers, and employees of Equity and the 
Morris Plan Corp., and of all subsidiary or affiliated companies (including under- 
lying banks), as well as all stockholders who, with respect to any of such insti- 
tutions, own 5 percent or more of the outstanding voting shares of Equity or the 
Morris Plan Corp., or any of their affiliates (hearings 1953-54, pp. 512-514). 

We wish to emphasize the fact of the regulation of Equity and the Morris Plan 
Corp. under the Investment Company Act of 1940. These are, we believe, the 
only potential bank holding companies which are subject to the restrictions of 
that statute. Anyone who is familiar with the strict provisions of the Invest- 
ment Company Act will, therefore, understand : 

(1) That we cannot justifiably be accused of opposing bank holding company 
legislation because we fear regulation; since no regulation could be more rigid 
than that to which we are subject under the Investment Act. (Although we 
have been accused, in past hearings, of opposition based on fear ; hearings, 1953— 
54, p. 399.) 

(2) That we have good reason to object to the kind of multiple regulation 
which will be imposed upon us if the current proposals are enacted into law. 

What, then, is the nature of this legislation to which we wish to take excep- 
tion? Is there need for anything so drastic? And, if there are defects in bank 
holding company law as it exists today, are there not more reasonable ways of 
remedying such defects than those suggested in these bills? 


BACKGROUND INFORMATION 
Sponsorship 

The 1955 efforts to obtain new and supplemental law for the regulation of 
bank holding companies have been spearheaded by groups of bank officials who 
have been acting, vicariously, through one or more organizations each of which 
calls itself an independent bankers association. This year’s campaign of the 
independents culminates a 10-year drive for straitjacket legislation which 
has been designed to decimate—if not actually destroy—bank holding com- 
panies ; and which would, in many instances, result in incalculable losses to the 
stockholders of such companies (American Banker, March 17, 1955, p. 1; hear- 
ings, 1955, H. R. 2674, p. 173; hearings, 1953-54, pp. 57, 131, and 398). 

The independents like to pretend that their attack on bank holding companies 
is being made for the public good. By their own admissions, however, it has 
been shown that their purposes have not been purely altruistic. These idepend- 
ents are bank officers, and as such, they are understandably concerned with 
their competitive situation. 

The fear of competition has underlain almost every presentation they have 
ever made in support of bank holding company law. The independents have 
expressed their objectives as follows: Mr. DuBois, secretary, Independent Bank- 
ers Association.: “* * * We have been in this—bank holding company—fight 
clear up to our necks for a long long. We know what competition the holding 
companies can give us. We are fearful of the future. * * *”’ (hearings 1950, 
p. 72). 

“Senator Dovueias. Is your chief emphasis upon competition rather than 
abuse of trust? 

Mr. ZIMMERMAN. The maintenance of, so to speak, community autonomy * * * 
so far as that is possible in our American system of banking. * * *” (hearings 
1950, p. 91). 

“Senator Busn. So really, the primary purpose of your organization is to 
fight this holding company trend? 

“Mr. Brumpauen. This is correct” (hearings 1953, p. 58). 

They have left no doubt that their interest in bank holding company regula- 


tion is in the direction of lessening competition in the areas in which they are 
interested. 
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To say this much is not to single out the independents for special criticism, 
but only to expose the nonsense and double talk with his typified their campaign 
against bank holding companies. The fact is that there are few businesses in the 
United States more competitive than banking. There was a time when the 
banking authorities were contending that closer control over banks and their 
stockholders was required because there was excessive competition among banks 
(Federal Reserve Bulletin, March 1983, p. 166; hearings 1947, p. 51). 

Opposition of the Equity Corp. and the Morris Plan Corp. 

The legislative efforts of the independents have been opposed by representa- 
tives of the Equity Corp. and the Morris Plan Corporation of America, on the 
broad grounds: (1) That the bank holding company record of honesty, effi 
ciency, and service is an excellent one and indicates no impelling reason for 
legislation: and (2) that if additional controls over bank holding company 
operations and activities are deemed by the authorities to be advisable, they 
can be simply and reasonably provided through increased regulation as opposed 
to the program of punishment and confiscation which the independents have con 
sistently advocated. 

It should, perhaps, be emphasized again, that Equity and the Morris Plan 
Corp. are not attempting to avoid regulation. As we have stated, these com 
panies, and their various subsidiaries and affiliates are, and for many years 
have been, subject to the rigid control of the Securities and Exchange Com- 
mission under the Investment Company Act of 1940—a law especially designed 
by the Congress to regulate holding companies of the investment type. (In 
this respect Equity and the Morris Plan Corp. are unique among potential bank 
holding companies since no other bank holding companies, apparently, are 
either registered under the Investment Company Act or affiliated with another 
corporation which is so registered. ) 

We are not, therefore, opposing regulation, as such. We are, however, protest- 
ing against the dangerous, damaging, needless, multiple regulation this bill 
would impose upon us. We are protesting against the bill’s philosophy of na- 
tionalism and its socialistic tendencies; against its invasion of States’ rights and 
State authority: and against its unfairness and its rank favoritism and discrimi- 
nation. We are protesting, likewise, against its outright destruction of property 
rights and of portions of our business. All of this, inevitably, would follow the 
adoption of the vicious legislation proposed by the independent bankers, the excuse 
for which is alleged—but still unproven—bank holding company wrongdoing. 
(The independents have attempted to support their case for bank holding company 
legislation by filling the records of various hearings with a mass of bare assertion 
and inapplicable citation. (Ses hearings 1953-54, pp. 404—407.) 


ANALYSIS OF 1955 PROPOSALS 


The differences between the 1955 bank holding company bill recently approved 
by the House of Representatives (H. R. 6227) and S. 880, as well as the House 
bill on which hearings were held in March and April 1955 (H. R. 2674), are few 
and relatively insignificant. In this presentation, therefore, the various meas- 
ures will be treated as one exeept where otherwise specifically noted. 

The language of the report which accompanied H. R. 6227 (84th Cong., 1st sess.. 
House of Representatives Rept. No. 609, accompanying H. R. 6227) leaves no 
doubt that the majority members of the House Banking and Currency Committee 
adopted, almost in entirety, the philosophy, the approach and the arguments of 
the independent bankers who have been the sponsors of most of the postwar bills, 
including H. R. 2674 and 8S. 880. The 1955 bank holding company proposals re- 
main, therefore, those of the independents and, we assume, may properly be 
interpreted in the light of this authorship. 

Any eareful analysis of the pending bank holding company legislation will 
demonstrate that it has the following characteristics, implications, and effects: 

(1) It expresses a philosophy of federalization, which has dangerous social- 
istic overtones, as evidenced by its attempt (sec. 5). (The results listed are 
implicit in sec. 5 as will be elaborated subsequently. It is obvious, too, that 
established property values will be adversely affected under sec. 6. Just as 
in the case of rights affected by sec. 5, the property affected by sec. 6 would 
be that which was legally acquired, held, and administered under State law) : 

(a) To interfere with State control over proceedings and transactions which 
take place and are consummated within the borders of a single State in accord- 
ance with the laws of that State, including corporate security distributions, 
capital structure changes, asset and earnings distributions, mergers, consolida- 
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tions, property transfers and liquidations, and the conditions under which 
foreign corporations may be admitted, corporate investment 
porate business, such as branch bank establishment, conducted. 

(b) To alter or destroy property rights which have been created by State 
law, are located within a single State, and belong to citizens of that State, 
as, for example, the normal right of stockholders to share, proportionately, 
in the earnings and assets of any corporate enterprise in which 
interested. 

(c) Similarly, to destroy property rights granted by the States to citizens of 
other States, 

(ad) To establish the principle that capital investments shall not be made 
across State lines, and that local enterprises, by Federal edict, must look to 
local markets for their capital requirements. 

(2) It is anchored to fundamental misconceptions of the nature and legal 
powers of bank holding companies and of the characteristics of bank holding 
company group operations since it implies (sec. 2)—(H. R. 6227, see. 2; and 
Rept. 609, pp. 2 and 3): 

(«) The bank holding companies are the same as banks and should, there- 
fore, be regulated as are banks; although bank holding companies are only 
business corporations and have none of a bank’s spevial loan prerogatives and 
no right to receive deposits, operate checking accounts, or exercise trust powers 
as do banks; and 

(b) That the operation of a group of separate banks, under common bank 
holding company ownership, is the equivalent of a branch-bank system and 
should be subject to the laws and regulations governing branch establishment, 
even though bank holding company banks are separately capitalized and man- 
aged while branches of banks are under common supervision and have access 
to common capital (Rept. 609, accompanying H. R. 6227, pp. 12 and 13). 

(3) It is supported by charges of the existence of two bank holding company 
evils which have never been proven and cannot be sustained: 

(a) That the expansion of bank holding company groups has been monopolis- 
tically excessive and has been both uncontrolleble and uncontrolled (sec. 5) 
(it has been demonstrated in past bank holding company law hearings that the 
bank holding company expansion which has occurred in the past has taken the 
form of branch-bank establishment over which the banking authorities have had 
complete control (hearings 1953-54, pp. 420, 423, and 445-447). With respect to 
the possibility of expansion not now controlled, this can only be expansion which 
occurs through the purchase of a controlling stock interest in banks or through 
transactions between bank holding companies. These possibilities can easily be 
foreclosed by simple changes in the law, which have heretofore been suggested, 
and do not require the involved, dangerous legislation proposed by the independ- 
ents (hearings 1953-54, pp. 445-447). As to the bank holding company monopoly, 
statistics submitted by the Federal Reserve Board at the 1953—54 hearings showed 
that banks owned by bank holding companies possessed, as at the end of 1952, 
only about 8 percent of all commercial-bank deposits and operated less than 5 
percent of the country’s banking offices (hearings 1953-54, pp. 44-47 and 420— 
423); and the percentages as at the end of 1954 were practically identical 
(hearings, House committee, 1955, p. 91) ; and 

(b) That the concurrent ownership, by bank holding companies, of banks, or 
hank shares, and other things has led and will lead to unfair dealing at bank 
depositor expense; and that such unfair dealing can be prevented only by pro- 
hibiting bank holding companies from owning diversified investments (sec. 6). 

The independents have never pretended to make a case for the divestment 
section (sec. 6). They have simply said that it was wrong for bank holding 
companies to control both banks and other enterprises as this would lead to 
unfair dealing in favor of such other enterprises and at the expense of the banks 
(hearings 1953-54, pp. 424 and 473-475). 

Unfair dealing on the part of bank holding companies has never been shown 
by the independents. Representatives of Federal banking agencies have testi- 
tied, on the contrary, that the record of bank holding companies, and their banks, 
for honesty and efficiency is better than that of unit banks (hearings on H. R. 
2674, 1955, pp. 1381 and 148). 

Equity and the Morris Plan Corp., which operate under the Investment Com- 
pany Act of 1940, have contended that all danger of unfair dealing could be 
climinated if section 17 of that act were written into the Federal banking laws 
since section 17 for 15 years has effectively prevented all unconscionable dealing 


made, and cor- 


they are 
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between registered investment companies and their affiliates (hearings 1953-54, 
pp. 512-514). 

Divestment would be particularly unfair to Equity and the Morris Plan Corp. 
since the Investment Company Act was particularly designed, by the Congress, 
to permit of investment diversification and investment companies such as these, 
therefore, should be permitted to own, as they now do, a yaried list of invest 
ments, including the shares of banks (hearings 1953-54, pp. 451-435). 

The independents have never given consideration to the devastating economic 
effects of their demand on the Congress to bank holding companies to auction off 
certain of their business interests. 

Under the bill, Equity and the Morris Plan Corp. would have to rid them 
selves, under the hammer, either of the banks they own, $16 million of value, or 
the other businesses in which they are interested, $49 million of value. 

We would like to ask the following questions of the independents relating to 
this compulsory liquidation they would force upon us: 

(1) Will they guarantee us and our stockholders full value on this auction sale? 

(2) Will they protect our senior securities which would lose asset coverage 
on any distribution of illegal assets? 

(3) Will they replace the earnings we are now receiving from the assets 
which must be scrapped? 

(4) Will they find jobs for the many hundreds of faithful employees who will 
lose these jobs if we are compelled to liquidate? 

(5) If it becomes necessary—as a matter of business judgment—to “wind up” 
our banks, will the independents replace the services these banks are now render 
ing in the communities in which they are located? 

These questions must be answered, for the independents, in their bill, are not 
even suggesting that the assets we now own may be retained. They will not, in 
other words, be satisfied with the status quo, a freeze, they are insisting on 
destruction. 

(4) It relates bank holding company liability to unfair and unrealistic stand- 
ards by assuming (sec. 3): 

(a) That the owners of minority interests—25 percent is made the test—in 
corporate enterprises can and do exercise control over these entities ; 

(b) That it is equitable and reasonable to impose on minority stockholders 
the responsibilities of dominant ownership ; 

(c) That from among several stockholders who own 25 percent of the stock 
of a bank—al! less than a majority—it will be possible to select one or more who 
can be deemed to be exercising control (Rept. 609, pp. 2 and 3) ; and 

(dq) That, even without the requisite percentage ownership, there should 
be bank holding company liability if the Federal Reserve Board arbitrarily finds 
an uncertain and indefinite situation which is described as “a controlling in 
finence over the management or policies of two or more banks.” 

(5) It is class legislation and is replete with the discrimination and favorit- 
ism which have characterized all prior bank holding company proposals of the 
independents, 

(a) Through exemption from bank holding company liability given numerous 
and powerful groups of bank stockowners—many of whom are now completely 
unregulated—while liability is imposed on others most of whom are, even now, 
thoroughly reculated (sec. 3) (Rept. 609, pp. 10 and 12) ; 

(b) Through privileges granted a few bank holding companies to own in- 
vestments—other than banks—and carry on business—other than banking—while 
these rights are denied other bank holding companies, including Equity and the 
Morris Plan Corps., which operate under the Investment Company Act of 1940, 
an act specifically designed by the Congress to permit of supervised invest- 
ment diversification (sec. 6). 

Report 609, pages 10 and 12: On page 9 of the report a reference is made 
to the Investment Company Act of 1940 and some admission of its restrictive 
character. There is no allusion anywhere, however, to the purpose of the act, 
that is, supervised investments of great variety, nor to its strict prohibition 
against interaffiliate dealing which on page 7 of the report the committee indicates 
is an abiding evil of bank holding company operations. 

The independents in their bill have exempted numerous owners of banks from 
bank holding company liability such as: 

(1) Owners of single banks—although one bank may be many times the 
size of a group of small banks; 

(2) Mutual savings institutions which own other banks and which, under 
existing laws, carry on a variety of businesses, including the issuance and 
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sale of life insurance in competition with ordinary life companies, and 
own a broad list of investments; 

(3) Labor unions and their welfare funds, some of which own a variety 
of interests in addition to banks, and charitable foundations. 

None of these bank owners would be compelled to register as bank holding 
companies. None of them, incidentally, except mutual savings institutions, is 
now subject to regulation of any kind (hearings 1953-54, pp. 480-482). 

The supervision over mutual savings institutions is not holding company 
regulation but the supervision from State authorities and the FDIC which is 
given banks, generally, our own included. 

We are not objecting to the ownership of banks by mutual savings institu- 
tions, labor unions, their welfare funds or charitable foundations. Labor 
unions, for example, which own banks, insurance companies, and other busi- 
nesses seem to be doing a splendid operational job. The Amalgamated Bank of 
New York has a fine record and so has the National Bank of Washington, D. C., 
which is reportedly owned by Mr. Lewis’ United Mine Workers (New York Times, 
May 24, 1954; and U. S. News & World Report, May 21, 1954, p. 123). 

No matter how successfully single bank owners, savings institutions, labor 
unions, and their welfare funds and charitable foundations run their businesses, 
however, the fact remains that these organizations are now unregulated, except 
as noted, and therefore, if they own banks they should be declared to be bank 
holding companies and should be subject to supervision just as the rest sf us. 

We have wondered why the independents have given these organizations 
bank holding company immunity. Could it be because opposition to this legis- 
lation might thereby be reduced? 

(c) Through an unreasonable and unnecessary attempt to make it difficult for 
corporate owners of the shares of banks to take steps to dispose of bank owner- 
ship without tax liability (sec. 11) or to claim “provisional exemption” from 
liability under section 3 and thus avoid the delay and expense of registration 
pursuant to section 4. “Provisional exemption” has been provided in other 
holding company legislation and is sound practice since it tends to eliminate 
costly litigation (hearings 1953-54, pp. 417-418). 

Sixth: It embodies a concept of confiscation rather than regulation since it 
stipulates : 

(a) The compulsory liquidation of existing investments which were acquired 
legaliy and in good faith years ago and which have since been legally held and 
successfully managed (sec. 6); the least that could be done, in mitigation of 
the damage which will be caused by the compulsory liquidation of investments, 
would have been to permit the retention of interests now owned. The inde- 
pendents however seem bent on forcing sacrifices of property values in utter 
disregard of stockholder rights and of the hardship, on underlying manage- 
ments and employees which will result from enforced corporate liquidation. 
This is an especially harsh result with respect to companies such as Equity 
and the Morris Plan Corp., operating under the Investment Company Act which 
was enacted by the Congress for the purpose of regularizing diversified corporate 
investments (hearings 1953-54, pp. 426-429). 

The House committee evidently adopted the arguments of the independents 
which have been about as follows: 

(I) Banks are permitted only limited investments, therefore, bank holding 
companies, which are the same as banks, should be allowed to own only the 
shares of banks (Rept. 609, pp. 16 and 17). 

Note.—But, while the committee says that “banks are prohibited from en- 
gaging in any other type of enterprise than banking itself,” no attempt is made 
to define “banking”; and it will be shown, later, that banks today; engage in a 
variety of businesses and can own widely diversified investments. This makes 
the strict limitations of this bill on the investment powers of bank holding com- 
panies thoroughly unfair, particularly for companies like Equity and the Morris 
Plan Corp., which operate under the Investment Company Act. 

(II) If bank holding companies own industrial and other businesses, in addi- 
tion to banks, this will lead to unfair dealing at the expense of the banks. 

Norr.—No instance of unfair dealing has ever been cited against legitimate 
bank holding companies. The committee, in its report (p. 4) referred to a 
Chicago bank case which was analyzed by Federal authorities in the 1953-54 
hearings as one of blatant fraud and concerned an entity which had never 
before owned the shares of any bank (hearings 1953-54, pp. 424-425 and 484). 
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(IIT) Intercompany and interaffiliate dealing on the part of bank holding com 
panies cannot be controlled except by prohibiting mixed investments. 

Nore.—This is alleged by the independents despite the fact that like trans 
actions have been successfully regulated under the Investment Company Act 
for the past 15 years. The committee (Rept. 609, p. 7) paraphrases the allega- 
tions of the independents on the subject of unfair dealing but fails to consider 
the possibility of copying the control provisions of section 17 of the Investment 
Company Act although this has many times been suggested (hearings 1953-54, 
pp. 428-429). 

(IV) In any event, diversification is not essential to the capital raising fune 
tions of bank holding companies. 

Note.—The committee report makes no reference to the subject of diversitica 
tion which is characteristic of American enterprise and inves 
ment (hearings 1953-54, pp. 426-428). 

(b) The destruction of property rights of stockholders, including the normal 
prerogative of protecting existing ownership positions, as upon the declaration 
of stock dividends or the issuance of stockholder purchase rights, and the privi- 
lege of receiving proportionate shares of assets distributable to stockholders on 
liquidation or otherwise (sec. 5): We have long objected to the destructive pro- 
visions of section 5 and in H. R. 6227 permission is given to receive “stock 
dividends.” But what about preemptive rights, dividends on liquidation and 
rights to subscribe on an increase of capital? 

Seventh. It strikes at State power and States’ rights in that (sec. 5) ; 

(a) In connection with transactions across State lines, it would— 

(1) Set up 48 Iron Curtains for the purpose of preventing the flow of 
capital from one State to another, that is, capital destined for the purchase 
of shares of banks or bank assets ; 


tment manage- 


(2) Vitiate State law under which a corporation organized in one State 
might be permitted to enter another State for the purpose of doing business, 
that is, to acquire bank shares or bank assets ; and 

(3) Eliminate property rights and value, such as the normal and usual 
rights of stockholders to protect and receive their proportionate interests in 
corporate assets and earnings, granted by the States to nonresident owners. 
including nonresident owners of the shares of banks. 

(b) With respect to transactions taking place wholly within the confines of 
a single State, it would 

(1) Establish the conditions under which investments in the shares of 
banks might be made in such State although the investments might be 
permitted by State law and authority and although, too, the banks involved 
might be State banks which were not even members of the Federal Reserve 
System : 

(2) Interfere with statutory proceeding (involving only State non- 
member banks), authorized by State law and the State banking department, 
such as capital increases, stock dividend payments, mergers, consolidations, 
asset purchases, and liquidations; 

(3) Alter or destroy property rights and values, such as the normal and 
usual rights of stockholders to protect and receive their proportionate inter- 
ests in corporate assets and earnings, created under the laws of, and located 
within, a single State and belonging to residents of such State: and 

(4) Rewrite the banking laws of the States relating to the establishment 
of bank branches. 

Kighth: It carries the untenable implication that the managements of bank 
holding companies and their underlying banks are less honest, less efficient, and 
less mindful of the public interest than the officers of independent banks (sec. 7) 
(hearings 1953-54, pp. 485-550) ; and see: sec. 7 of the bills which calls for the 
control of bank holding company interaffiliate dealing but leaves the independents 
free except for the liberal restrictions on officer and director transactions which 
are found in existing law (hearings 1953-54, pp. 492-494). 

The independents, by virtue of the very measure they are proposing are assum- 
ing an attitude of moral and operational superiority which is not Supported by 
the record (hearings 1953-54, pp. 414-416 ; 435-440 and 480). 

The historical fact is that most existing bank holding companies have been in 
business for at least 20 years and of these the great majority have been under 
Federal Reserve Board supervision as holding company affiliates (the designa- 
tion given bank holding companies under the present law—Rev. Stat., sec. 5144). 
Had these entities been guilty of serious wrongdoing or dangerous inefficiency 
the Federal Reserve Board would, long since, have put them out of business 
(hearings 1953—54, pp. 14-17 and 560). 
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Equity and the Morris Plan Corp., have, collectively (with predecessors), been 
in existence more than 40 years, the last 15 of which have been under Investment 
Company Act supervision. Had these companies been guilty of ethical misconduct 
or gross mismanagement they would, most certainly, have been in difficulties 
with the Securities and Exchange Commission. 

The real truth is that bank holding companies have, on the whole, done a 
thoroughly honest and efficient job. Representatives of the several Federal 
banking agencies have gone out of their way to testify to this. (Note (2), above; 
and hearings 1953-54, pp. 13, 48; hearings 1955 on H. R. 2674, pp. 151 and 148). 


OBJECTIONS TO 1955 PROPOSALS 


Point 1—General objections 

Our analysis, in part II, above, of the 1955 legislation proposed by the inde- 
pendents, has indicated the basis for our objections to it. It is particularly un- 
realistic, dangerous and unfair: in the false premises on which it is grounded 
(sec. 2); in its arbitrary and impractical assignment of bank holding company 
liability to minority stockholders (sec. 3); in its socialistic approach (sec. 5) ; 
in its discrimination and favoritism (sec. 3, 6, and 7); in its confiseation of 
values and property rights (secs. 5 and 6); and in its interference with State 
affairs (sec. 5). 

We do not like the bill’s omission of the privilege of provisional exemption in 
contested cases. It would be simpler for the administrative agency in charge, 
and far less costly to disputants, if there were no liability under the law, in 
cases of disagreement, until the administrative agency had entered an order. 
The Congress provided for temporary exemption in the Investment Company 
Act (see. 3 of that act) ; and the Public Utility Holding Company Act (sec. 2 (a) 
(7) of that act) ; and it would be wholly logical to include a simliar provision 
in this legislation. 

Neither do we like (sec. 7) of the bill which implies that only the manage- 
ments of bank holding companies—and their underlying banks—are likely to 
be guilty of a misuse of depositors’ funds. This assumption cannot be sus- 
tained—as we will show. The record indicates that unit management is as 
much inelined to unconscionable dealing as any: other. What is required, then, 
is a provision modeled along the lines of section ly of the Investment Company 
Act of 1940 which would regulate interaffiliate transactions of every kind. 

An improved tax relief section should also be provided. As section 11 is now 
worded the Treasury can only act on certification from the Federal Reserve 
Board. This might involve endless delay and unnecessary expense, since there 
is no compulsion on the Board to act at all. It would seem that companies 
seeking tax relief, either in compliance with section 6, or in avoidance of bank 
holding company status, should be able to obtain such relief wpon reasonable 
proof of the facts. 

But these are all items of lesser importance. The significant sections of the 
hill are its sections 3, 5, and 6 which have been designed to put us out of business. 


Point 2—Regulation of expansion 


We disagree—as we are sure many others will—-with the treatment of the 
expansion problem as it has been handled by the independents. There is no 
reason for the sweeping, socialistic concepts of section 5. 

The facts are that bank holding companies do not, collectively, constitute a 
monopoly; they have not grown excessively; and most of the expansion which 
has oceurred has involved branch office establishment, so that it could not have 
taken place unless the Federal banking authorities had agreed to it (hearings 
1953-54; pp. 44-47; 404-407; 420-423; 446; and hearings 1955 (H. R. 2674) 
p. 91.) 

It is equally true that there are only two possible ways in which bank holding 
companies, and their bank groups, may continue to grow without Federal agency 
consent: 

First: By acquiring, directly, controlling interests in banks; 

Second: By acquiring such interests, indirectly, through transactions—con- 
solidations and stock purchases—with other bank holding companies (hearings 
1953-4. ) 

Certainly, no such broad, arbitrary, undemocratic provisions as-those offered 
by the independents are required to meet the expansion problem. Stock aequisi- 
tions (whether direct or indirect) could readily be controlled—just as bank con- 
solidation and assets purchases are now controlled—by appropriate amendments 
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to existing statute or by simple, reasonable provisions which might be inserted in 
a - bank holding company law (as we have often suggested: hearings 1953-54, 
p. 446). 

Neither we nor any other bank holding company should object to asking the 
consent of the banking authorities if we propose to expand by whatever means; 
provided, agency decision is related to some reasonable formula. We havea right 
to object, however, and do object, to being exposed to the radical doctrine of 
section 5, as it is now drawn. For this section, in furtherance of a mad desire 
on the part of the independents to punish bank holding companies for wrongs 
they have never committed, exudes authoritarianism and destruction from every 
line and will open the floodgates to Federal intervention in State affairs. : 
Point 3—Compulsory liquidation 


Basis for destruction: The independent bankers have included, in all their bills, 
language similar to that contained in section 6 of the current proposals which 
would call for the outright breakup of bank holding companies which own both 
bank shares and other investments, They have supported their philosophy that it 
is wrong for bank holding companies to be in any business—other than that of 
owning and managing banks—by general allegations to the effect: 

(1) That bank holding companies have the characteristics of banks and should, 
therefore, be limited in their investments and activities to the same extent as are 
banks ; and 

(2) That the concurrent ownership of banks and other enterprises will lead to 
unfair dealing in the form of preferential credit arrangements for such other 
enterprises—to the damage of competitive businesses in the community and with 
resulting loss to depositors (hearings 1953-54, pp. 473-475. ) 

Similarity of banks and bank holding companies: The concept that bank hold- 
ing companies and their underlying banks are the equivalent of banks and their 
branch systems, was completely demolished by representatives of the Federal 
Reserve Board, the Comptroller’s office and the American Bankers Association 
who testified in 1953 (hearings 1953-54, p. 454). 

Bank holding companies, of course, are mere business entities which have no 
more powers or privileges than other commercial corporations. They are not 
specially chartered, as are banks, and have none of the distinguishing preroga- 
tives of banks, such as the right to take demand and savings deposits, make 
personal loans with the right to collect service and other charges in connection 
therewith, operate checking accounts or exercise trust powers. 

The ownership of underlying banks by a bank holding company, furthermore, 
cannot be said to be the same as control of an equal number of branches. A 
separate bank is managed by its own directors, officers, and staff. It is limited, 
in its operations, by the extent of its own resources. A branch, as opposed to 
this, is subject to-head office direction and, in competing for business, may call 
upon all the resources of the institution of which it is a part. 

Essentially, bank holding companies are investment companies whose port- 
folios of securities, in most cases, contain a preponderance of bank stocks (hear- 
ings 1953-54, p. 454). And the investment company characteristics of bank 
holding companies were clearly recognized by the Congress when it passed the 
Investment Company Act of 1940. In that act, bank holding companies are 
excused from registration only by reason of specific provisions for exemption 
(sec. 38 (c) (4) of the Investment Company Act. And other statutes indicate 
the destruction: Banking Act of 1983, as amended; Rev. Stat., sec. 5144, as 
amended: and Rey. Stat., sec. 5155). 

It is evident, then, that allegations of similarity between bank holding com- 
panies and banks are a flimsy foundation for the harsh, punitive provisions of 
section 6 which they are intended to support. 

Let us look now at the assertion that a “segregation” of assets is needed to pre- 
vent “unfair dealing.” 

Unfair dealing: In examining the charge of unfair dealing to which the inde- 
pendents have anchored their requirements of divestment—or compulsory liquida- 
tion—it should be borne in mind that, in all the years of bank holding company 
law hearings, there has not been presented a scintilla of evidence of wrongdoing 
on the part of any legitimate bank holding company. (The independents tried 
to produce a case during the 1953-54 hearings but this did not involve a legitimate 
bank holding company and was characterized by the authorities as a fraudulent 
transaction—which it was (hearings 1953-54, pp. 485-487). 

On the contrary, the many representatives of Federal agencies, who have ap- 
peared as witnesses at the numerous postwar hearings, have gone out of their 
way to commend bank holding companies and to make it clear that these organi- 
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zations have done a constructive job and have rendered valuable services (hear- 
ings 1947, p. 14; 1950, pp. 25 and 48; 1953-54, pp. 13 and 43; 1955 (H. R. 2674), 
p. 131). 

Furthermore, there is ample evidence of satisfactory efficiency and honesty, in 
the continuous existence of the major bank holding companies (and their 
banks )—most of which have been under Federal Reserve Board supervision by 
reason of the registration of the holding company units as holding company 
affiliates. Consider—as opposed to this—the never-ending salvage of unit banks, 
as reported by the Federal Deposit Insurance Corporation, and the alarming 
upsurge of defaleation and fraud among these separately owned banks. A recent 
opinion of the FDIC on this matter is in point. The FDIC wrote: 

“It has been the experience of the Corporation through the years that bank 
holding companies are not inherently dangerous, nor do they, per se, create 
problems which require additional attention or scrutiny by the Corporation. On 
the contrary, on the whole, banks owned and directed by bank holding companies 
have presented fewer problems as to asset condition and management than have 
unity banks under independent management and control. * * * 

‘* * * The problem of self-dealing is in no manner limited to transactions in- 
volving holding companies and their subsidiaries. Again, it has been our expe- 
rience that more losses have been sustained by self-dealing indulged in by banks 
under independent management than in units under holding company domina- 
tion” (hearings 1955 (H. R. 2674), p. 148; and see: FDIC annual report, 1954, 
p. 12). 

As in the case of the other bank holding companies, the Equity Corp. and the 
Morris Plan Corp. have an equally commendable record for honesty and efficiency. 
These companies (and predecessors) have an aggregate existence of more than 
4 decades without charge of wrongdoing. The past 15 of these many years have 
been passed by Equity (and the last 10 by the Morris Plan Corp. under Invest- 
ment Company Act regulation sec. 17 of which act strictly prohibits interaffiliate 
dealing of any kind). 

In the same manner, the historical facts attest to the efficiency of Morris- 
Plan managements. None of the institutions owned by the Morris Plan Corp. 
failed to open its doors following the closings of 19383 and no depositor in any 
bank under the control of the Morris Plan Corp. has ever lost a dollar of his 
funds (hearings 1955 (H. R. 2674), p. 589). Compare this record with that of 
the independent banks of the country—especially for the depression years (hear- 
ings 1953-54, pp. 425, 557-563, and 630). 

Point 4—Why divestment for registered investment companies 

Section A. The Investment Company Act was adopted to provide for “regu- 
lated” diversification.—The Equity Corp., as has been pointed out, is a registered 
investment company. It is classified under the Investment Company Act, as an 
investment company of the management type. The Equity Corp., therefore, and 
the Morris Plan Corp., as its affiliate, are both regulated under the Investment 
Company Act and are carefully supervised, in all their relationships with 
affiliated interests (including underlying banks), by the Securities and Exchange 
Commission. 

The Congress specifically provided for the organization and operation of invest- 
ment companies of this type. The distinguishing feature of such companies is 
that they possess majority or dominant interests in a variety of enterprises— 
as opposed to open-end companies which invest in limited percentages of a broad 
list of general market securities. It is, therefore, in accordance with the author- 
ity granted by the Congress, that the Equity Corp. (directly or through subsid- 
iaries, such as the Morris Plan Corp.) owns diversified investments—among 
other things, a majority of the voting shares of several industrial concerns (oper- 
ating in a number of different fields) and like interests in banks and in insurance, 
finance and real estate companies. 

Although the Investment Company Act was studiously designed by the Con- 
gress to permit of the making of these diversified investments and the opera- 
tion of exactly the business now being conducted by the Equity Corp. and the 
Morris Plan Corp., the independent bankers are now urging legislation which 
would vitiate the very purposes of the Investment Company Act. For, one of 
the major proposals of the independent bankers (as expressed in sec. 6 of their 
bill), is that no corporation owning bank shares shall own other businesses— 
such as the real estate, insurance, and industrial enterprises in which our com- 
panies are invested. 

The theory underlying the allegations of the independent bankers—that the 
mixed ownership of banks and other things is evil-—is, as has been pointed out, 
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that the funds of the banks will be used in the making of loans to, or the 
purchase of the securities of, the owning bank holding company or associated 
companies (such as associated industrial enterprises) or that associated com- 
panies (and other insiders) will be favored over competitors in the area. 

Insofar as the Equity Corp. and the Morris Plan Corp. are concerned, it 
would be interesting to know how they can, in any way, impose on their subsid- 
iaries. Are the independent bankers unaware that section 17 of the Investment 
Company Act definitely prohibits these companies and associated or subsidiary 
companies (including banks) from making loans or security purchases, or hay- 
ing other intercompany dealings, except upon the order of the Securities and 
Exchange Commission? Are they also unaware that, in like manner, directors, 
officers, employees—and even stockholders—are forbidden from dealing with 
any company with which they are connected or with any other corporation 
affiliated with any company with which they are connected? 

The provisions of section 17 are so stringent, for example, that no clerk in a 
Morris plan bank could borrow from that bank as much as a single dollar ($1)— 
even for emergency purposes—without SEC consent. No more, of course, could the 
Equity Corp. or the Morris Plan Corp. or an affiliated insurance or business com- 
pany borrow from, or otherwise deal with, such bank (hearings 1953-54, pp. 
512-14). Contrast these restrictions with the privileges which the independent 
bankers possess. If they are officers, directors, employees, or stockholders of 
banks which they independently control, they, or enterprises in which they are 
interested, can borrow (under the National Bank Act and the laws of many 
States) up to 10 percent of the aggregate capital and surplus of the very 
banks in which they are financially interested (id. pp. 489-494). 

In view of the decision which was made by the Congress when it devised the 
Investment Company Act of 1940, and of the regulated status of Equity and 
the Morris Plan Corp., we would be doing less than our duty if we should fail 
to resist the efforts of the independent bankers to alter our investment company 
status. For these efforts not only involve the promulgation of malicious and 
unsupportable allegations against bank holding companies, as a group, but, 
in the case of Equity and the Morris Plan Corp. are directed at persuading the 
Congress to declare illegal, at this late date, operations which it specifically 
authorized some 15 years ago. 

Section B. Impact of compulsory liquidation on the Equity Corp. and the 
Morris Plan Corp.—As at December 31, 1954, the Equity Corp.’s assets aggre- 
gated about $48 million, represented by interests in a variety of industrial enter- 
prises (to the extent of some $28 million), and in 68 percent of the common 
stock of the Morris Plan Corp. (carried at approximately $15 million). The 
total assets of the Morris Plan Corp., in turn, were nearly $27 million, of which 
$15 million were invested in bank stocks. Of the remaining assets of the Morris 
Plan Corp., about $8 million were represented by the ownership of subsidiaries 
engaged in financial and insurance operations. 

Both Equity and the Morris Plan Corp. had, at the end of 1954 (and still have), 
senior securities outstanding—Equity some $10 million of preference stock and 
the Morris Plan Corp. a little more than $4 million. Neither company had— 
or has—any outstanding funded or other debt. 

It is of particular importance to note the character of the nonbank invest- 
ments of the Morris Plan Corp. All of the nonbank subsidiaries of the Morris 
Plan Corp. are engaged, directly, in lending activities or, in a supplementary 
way, are servicing the lending activities of banks with only minor exceptions. 
Thus one of our subsidiaries services an automobile time-sales plan for the 
benefit of some 200 banks and banking offices throughout the country—only a 
few of which, incidentally, are Morris Plan banks and offices. Another com- 
pany—an insurance company (Bankers Security Life Insurance Society )—was 
organized for the express purpose of insuring the lives of Morris Plan bor- 
rowers. It still issues and sells this type of credit-life insurance, as its primary 
business, but it has had to enter the ordinary life field—to a slight extent—to 
spread its risks and meet competitive demands. A second insurance company 
(Industrial Insurance Corp.) supplements our time-sales program by carrying 
automobile risks. This type of insurance coverage is difficult to find at certain 
periods. It is essential to our operations, therefore, that we have our own 
earrier. This company also, to a limited extent, insures general fire risks 
simply by way of minimizing the losses which, on occasions, adversely affect 
the automobile business. We control a third insurance company which is 
solely a reinsurer for direct-writing companies. Through this company (which 
accepts reinsurance from a variety of sources), our underwriting risks are 
further diluted. 
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In addition to these businesses, we operate companies which supplement our 
Morris Plan activities in the small-loan field; carry on a redisecount busi- 
ness; and make intermediate credit and purchase-lease back loans of all types. 
Beyond this there is nothing in the Morris Plan Corp. portfolio save relativelt 
insignificant investments in the stocks of a fire and casualty company and a 
specialty life-insurance company. 

It will be seen, then, that the nonbank interests of the Morris Plan Corp., are 
concentrated in businesses which are either directly competitive with the lending 
operations of banks or are in supplementation of these operations. 

Yet, if the independent bankers have their way, the Congress would compel us 
either to liquidate these businesses or, in the alternative, our banks—for what- 
ever we might obtain for them on the auction block. 

And it must be apparent—in the light of the preponderance of nonbank assets 
in the combined portfolios of our companies (from which we derive larger earn- 
ings than from our banks)—that good business judgment will dictate the liqui- 
dation of our bank investments. 

If the independents now persuade the Congress that we must be forced to 
liquidate our banks: 

(1) Who will guarantee us a market for our bank shares or our bank assets? 
(The independents have stated that it will be easy to dispose of banks but our 
own Morris Plan experience demonstrates that this is not the fact (hearings 
1953-54, pp. 414-416).) 

(2) Who will furnish us with the assets and earnings required to protect our 
preference stock if we must “spin off” our banks? 

(3) Who will give jobs to our hundreds of faithful bank employees if they lose 
the positions they now have? 

(4) Who will continue the pension and insurance protection which has been 
provided for these employees so that they may have security in their old age? 
and, finally: 

(5) Who will replace the services our banks are rendering to the communities 
in which they are located—when these banks are put out of business so that the 
independents may not have to face their competition? 

Section C. Special treatment for the favored few.—While the independents 
are seeking to force destructive sacrifices on Equity and the Morris Plan Corp.— 
which are now regulated as holding companies—they are not hesitating to pro- 
vide exemption for classes of bank owners who are not subject to regulation of 
any kind or who, in any event, are not subject to holding-company supervision. 

Either by specific or inferential exclusion under section 3, the independents 
are relieving the following owners of banks of any liability under their bill: 
Owners of single banks—on the delightful theory, we assume, that the owner of 
a large institution will be more virtuous than the owner of two small ones; 
mutual savings institutions ; commercial banks which own other banks; and capi- 
tal pools, such as labor unions and their welfare funds; pension trusts; and 
charitable organizations. 

It will be observed that, of these bank owners, the first three are regulated 
only by the Federal and State banking authorities which supervise the opera- 
tions of all banks. Labor unions, welfare funds, pension trusts, and charitable 
organizations are, of course, not subject to regulation of any kind. Yet single 
bank owners have many interests—including industrial enterprises: Mutual 
savings institutions can conduct a variety of businesses (including, in New York 
State, the issuance and sale of life insurance in competition with ordinary life 
companies and, in Ohio, the ownership of oil and mineral properties and manu- 
facturing establishments, so long as the assets are held in fee); labor unions 
and their welfare funds own insurance companies as well as banks and are heavily 
invested in other things (hearings 1955 (H. R. 2674) appendix A to statement 
of E. C. Huntington, Jr., pp. 40-50). 

We are not questioning the right of any of these entities to own both banks 
and other businesses. We are not questioning their honesty or managerial effi- 
ciency. What we are questioning is the rank favoritism which excludes them 
from this bill. 

These organizations—so long as they are the owners of banks—should be 
included under any law which is enacted. Their representatives ought to be here 
now, beside the rest of us, fighting to put an end to the vicious, destructive 
efforts of the independents—and to get from the Congress a decent, democratic, 
workable piece of legislation. 

The exemptions the independents have built into their bill may have served 
to relieve them of some powerful opposition. 
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Yet how safe—as a practical matter—-are these favored classes? 

If a bill, such as this, is passed, can it not be extended at a later date to cover 
them? 

- This is far-reaching, undemocratic legislation which can scarcely be disre 
garded by groups whose immunity may prove more fleeting than is now realized. 
Point 5—Regulated diversification should be permitted 

The principle of diversification typifies every segment of the American economy. 
It is applied in manufacturing and retail enterprises; in our light and heavy 
industries; in transportation and in finance. Even banks—more and more 
(especially, as we have seen, mutual savings institutions)—are being given the 
right to extend their investments to fields which were heretofore forbidden. 

lbiversification is needed, too, by bank holding companies if they are to continue 
to have ready access to markets for their securities—-and are to perform, thereby, 
their important function of raising bank capital. 

Bank holding company diversification can be controlled, of course—just as 
it has, for 15 years, been controlled in the case of investment companies. 

It would be an easy matter to provide for adequate regulation, either by 
amendment to existing law or in new legislation. Our suggestions in this direc 
tion, would envision 

Limited diversification for registered bank holding companies, with protection 
against unfair dealing by the inclusion of provisions which would be similar 
to those contained in section 17 of the Investment Company Act of 1940. 

Unlimited diversification in event of double regulation—that is, regulation 
as a registered bank holding company and, in addition, regulation as a registered 
investment company (or as an affiliate of a registered investment company ) 
with protection again against overreaching provided by section 17 of the Invest- 
ment Company Act, and also by any replica of section 17, which is included in 
the bank holding company law. 

Such an arrangement would be simple and effective. It would meet all the 
legitimate requirements of the independents and any other proponents of bank 
holding company legislation. At the same time it would furnish a formula 
under which existing investments might be retained and would avoid the costly 
catastrophic consequences of the present bill. 


RESTATEMENT OF BANK HOLDING COMPANY PROBLEMS AND THEIR SOLUTIONS 


The problem of expansion and its solution: Expansion by bank holding com 
panies can occur only in the following ways: Through the purchase of shares 
of stock in banks representing the controlling interest in such banks; by means 
of the consolidation with, or purchase of control of the stock of, another bank 
holding company (or the purchase of its assets, which, of course, would largely 
be shares of banks), or as a result of action on the part of underlying banks 
owned by a bank holding company. 

Since expansion through underlying banks would, inevitably, entail the estab- 
lishment of new branches, no problem is presented here—as new branches cannot, 
now, be obtained without the approval of the requisite of banking authorities. 
This fact has been pointed out, repeatedly, by the Federal agency representatives 
who have testified at the hearings on this and other bills (hearings 1953-54, 
p. 446). 

There are left, then, as the only presently “uncontrolled” means of expanding 
bank holding company ownership of banks, the other two possibilities mentioned, 
to wit: 

First, the purchase of a controlling stock position in a bank of which the 
acquiring bank holding company has not theretofore had control; and 

Second, interbank holding company transactions pursuant to which one bank 
holding company buys stock control of another, or acquires its assets (consisting 
of bank shares) through merger or consolidation. Federal agency represent- 
atives have explicity so testified (hearings, 1953-54, p. 50) : 

These possibilities for “uncontrolled” expansion could be met by amending 
existing sections of the law or enacting new legislation to provide for bank holding 
company registration with the Federal Reserve Board and for Federal Reserve 
Board consent (which should be related to an adequate formula) to the purchase 
of bank control and to interbank holding company transactions. The penalty 
for failure to obtain such consent should be the termination (under the provi- 
sions of the Federal Deposit Insurance Act) of the “insured status” of the under- 
lying banks concerned. This would put compliance on a voluntary basis where 
it ought to be. The threat that the deposit insurance of an underlying bank 
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might be canceled would, it is submitted, be an adequate deterrent to bank 
holding company transgression. If, however, this is deemed insufficient, other 
penalties for violations could be provided. 

The problems of diversification and unfair dealing, and their solutions: On 
the basis of any statement, on the evil of diversification, ever made by the 
independents, our suggestions of double regulation, with section 17 restrictions 
on interaffiliate transactions, should provide a satisfactory remedy for any possi- 
ble defects in existing law. 

In the light of the experience of the Securities and Exchange Commission in 
controlling holding-company dealings with affiliates, the Federal Reserve Board 
should be willing to undertake the policing of such interaffiliate relationships as 
may arise under bank holding company legislation. As for the bank holding 
companies, themselves, they would have the choice of double supervision or 
limited investment privileges. 

These remedies, we realize, will not satisfy the independents—who are deter- 
mined to ruin us—but they are in keeping with prior determinations of the Con- 
gress and are based on many years of practical experience with comparable 
holding-company law—the Investment Company Act of 1940. 


CONCLUSION 


This statement has, of necessity, been addressed to the proposal under con- 
sideration. We believe that these proposals represent a thoroughly unsound 
approach to bank holding company regulation and they can never form the basis 
for an equitable or acceptable law. Since they are now before us, however, we 
are including herewith (in appendix A) specific requests for amendments which 
will carry out—in part at least—the suggestions we have made with respect to 
meeting the bank holding company problem. 

We would hope, in any event, that this committee will find a way to eliminate, 
from any measure it approves, the concepts of “confiscation” and “discrimina- 
tion” which characterize the pending bills. We would hope that the committee 
might substitute in place of these bills, legislation which embodies the principle 
of regulation in recognition of our American philosophy of the functions of our 
Government and its agencies. 


APPENDIX A 
AMENDMENTS TO H. R. 6227 


First, amendments to section 3: 

(1) Strike out the first paragraph of subsection (a) and insert the following 
in place thereof : 

“(a) “Bank holding company’ means any company which at any time after . 
1955, either (1) owns or controls, directly or indirectly, a majority of the 
shares of any bank, or (2) owns or controls more than 50 percent of the shares 
which were voted for the election of directors of any bank at the preceding 
election.” 

(2) Strike out the third paragraph of subsection (a) and insert a new third 
paragraph to read as follows: 

“Nor shall the term ‘bank holding company’ include any company which is 
a registered investment company, under the Investment Company Act of 1940 
(or which is an affiliate, as defined in said act, of such registered investment 
company), unless such registered investment company (or such affiliate) shall 
directly own voting shares of one or more banks.” 

(3) Strike out subsection (b) and insert the following in place thereof: 

“(b) ‘Subsidiary,’ with respect to a specified bank holding company, means 
uny company a majority of the shares ef which are owned or controlled by 
such bank holding company.” 

(4) Strike out subsection (c) and insert the following in place thereof: 

“(c) ‘Company’ means any corporation, joint-stock company, association, 
business trust, union, foundation, welfare or pension fund, or other similar 
organization, or any receiver, trustee, or other liquidating agent of any of the 
foregoing in his capacity as such; excluding, however, natural persons, acting 
individually, and any such company which is owned by the United States.” 

(5) Add the following subsection 3 (g) and (h) following subsection (f), 
to wit: 

“(g) The Board, upon application, after opportunity for hearing, shall by 
order declare that a company is not a bank holding company if the Board 
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finds that the applicant does not (either alone or pursuant to an arrangement 
er understanding with one or more other companies) exercise in any manner 
whatsoever such control over the management and policies of any bank as 
to be the substantial equivalent of the ownership of a majority of the shares 
of such bank. 

“(h) The filing in good faith by any company, under this section 8, of an 
application for exemption from bank holding company (or subsidiary): status, 
shall exempt the applicant from any obligation, duty, or liability imposed in this 
act upon the applicant as a bank holding company (or subsidiary), until the 
Board has acted upon such application. Within a reasonable time after receipt 
of any application hereunder, the Board shall enter an order, made on the 
record, granting or, after notice and opportunity for hearing, denying, or other- 
wise disposing of such application.” 

Second, amendments to section 6: 

Add the following numbered paragraphs (7), (8), (9), and (10) to sub- 
section (c) of section 6 following paragraph numbered (6) of said subsection 
(c), to wit: 

“(7) Nor shall the prohibitions of this section apply to the conduct, by a 
bank holding company, of any of the following-described businesses, nor to the 
ownership, by a bank holding company, of shares or other securities or any 
obligations of any company engaged in any of the following-described business, 
to wit: 

“(i) Making personal and other periodic repayment loans of the Morris Plan 
and similar type and buying, selling, discounting, servicing, and dealing with 
paper originating in time sales, loan, accounts receivable, and property pur 
chases with lease-back arrangements and intermediate credit and consumer 
credit transactions of all kinds; 

“(ii) Operating or servicing any or all of the foregoing businesses and similar 
businesses ; 

“(iii) Conducting a life-insurance business, a portion of the premiums from 
which shall be derived from the insuring of lives of borrowers: 

“(iv) Carrying a fire- and casualty-insurance business, a portion of the pre 
miums from which shall be derived from the insurance of risks on motor vehicles 
(or in connection with the operation thereof) including personal liability, prop 
erty damage, and Similar risks; and 

“(v) Operating any business permitted to banks under the laws of any State 
in which is located any bank which is controlled by, or is an affiliate of, such 
bank holding company. 

“(8) Nor shall the prohibitions of this section apply to the ownership by a 
registered investment company, registered under the Investment Company Act 
of 1940, which is a bank holding company, or any affiliate of such investment 
company, of any securities of any company engaged in, or the engaging, directly 
or indirectly in any business permitted under said Investment Company Act 
of 1940, 

“(9) Nor shall the prohibitions of this section apply to the ownership of any 
securities of any company engaged in, or to the engaging, directly or indirectly 
in, any business in which such bank holding company, or any subsidiary or 
atfiliated company shall be engaged as at the effective date of this act. 

“(10) The filing of an application in good faith by any company for exemption 
of any activity or business or the ownership of any shares or securities under 
this section 6 shall operate as the exemption requested in such application until 
the Board has acted upon such application. Within a reasonable time after 
receipt of any application hereunder, the Board shall enter an order made on 
the record granting, or, after notice and opportunity for hearing, denying or 
otherwise disposing of such application.” 


(The following was later received for the record :) 


COMMENTS OF THE Morris PLAN Corp. AND THE Equrry Corp. RESPECTING BANK 
HoLpInG CoMPANY BILL, 8. 2350 


EXPLANATORY STATEMENT 


I am addressing these comments to 8S. 2350 in supplementation of testimony 
given and statements filed on July 7, 1955, by Arthur J. Morris and myself in 
opposition to H. R. 6227 and 8S. 880. We were prepared, on July 7, only with 
respect to H. R. 6227 and 8S. 880 because we were informed by the clerk of the 
committee, Mr. J. H. Yingling, that these would be the measures to be con- 
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sidered. Senator Frear, who was presiding as acting chairman when Mr. 
Morris and I testified, was kind enough to grant us permission to file an addi- 
tional statement covering S. 2350. While I am grateful for this permission, I 
must record my conviction that, with respect to S. 2350, neither we, nor others 
similarly situated, have had sufficient time or opportunity to consider the bill or 
express our views concerning it. 

S. 2350 does not represent any new approach to the two alleged bank holding 
company “evils” to which it is directed ; viz, uncontrollable expansion and mixed 
investments. In detail, it varies slightly, from H. R. 6227 and 8. 880. It repre- 
sents an improvement over the other two bills in its assignment (sec. 2) of the 
responsibilities of dominant ownership to majority control—where these respon- 
sibilities belong. It also relates Federal agency veto power over expansion (sec. 
3) to a formula—as Morris Plan representatives have always contended should 
be the case.’ 

Despite these improvements, S. 2350 is just about as damaging and discrimi- 
natory as H. R. 6227 and S. 880, and, because of its failure to provide for court 
review of any kind, is even more authoritarian than these other bills. 

If S. 2350 is the product of Federal Reserve Board staff work—as is reported— 
then the Board, in this measure, is seeking even greater arbitrary power than 
was requested by Mr. Eccles in 1947.* 

From the point of view of Morris Plan and Equity, however, the real difficulty 
with S. 2350 is its divestment section (sec. 4), which restates the philosophy of 
the independent bankers that the remedy for diversification is total destruction. 
Morris Plan and Equity will be particularly affected if this approach to the prob- 
lem of mixed investments is adopted by the Congress, since both of these com- 
panies own varied investments—as permitted by the Investment Company Act 
of 1940 under which they operate. 

Let us examine into the effects of the confiscatory doctrine of the independent 
bankers on §S. 2350—as a piece of legislation—and into the dire consequences 
it will have for Morris Plan and Equity and their more than 50,000 stockholders. 


PART I. IMPACT ON 8. 2350 OF PHILOSOPHY OF CONFISCATION AND RESULTING 
EFFECTS 


The bill will create a monopoly for the benefit of unregulated labor unions, union 
welfare funds, pension trusts, and charitable foundations 

Whether as a result of inadvertence, or because the influence predecessor bills 
may have had upon its draftsmen, 8S. 2350 has been so phrased that its adoption 
in its existing form would result in the establishment by congressional action 
of a position of monopoly among bank holding companies, in favor of labor unions, 
welfare funds, pension trusts, and charitable foundations. This is the inevitable 
result of the language of the definition section of the bill (sec. 2) and of the 
exclusion clause which has been included in subparagraph (1) of paragraph (d) 
of section 4. 

It is submitted that, as the definition of “company” is now worded (par. (b) of 
sec, 2), the organizations above mentioned would be excluded, since it would be 
difficult to classify any of them as “business” entities. It might be contended, 
perhaps, that there is an implication that the definition is intended to apply to 
these groups because of their specific mention in the exclusion granted in sub- 
paragraph (1), paragraph (d) of section 4. The answer to this argument is 
that the exclusion may have been included in the bill only for the purpose of 
making doubly sure that these groups have been given complete exemption. 

Whatever the proper interpretation of section 2 may prove to be, it is clear 
that noncompetitive positions will be established for the groups in question in 
one of two forms, to wit: 

Unlimited monopoly, if labor unions, union welfare funds, pension trust and 
cha ritable organizations are made completely exempt from bank holding company 
liability (under sec. 2). Under this interpretation they would be permitted, 
without restriction or regulation, to expand their control of banks (sec. 3) and 
to engage in, or own companies engaged in, any other business which may seem 
attractive (sec. 4) ; or 


: 


1 Ellery C. Huntington, Jr., to Mr. J. H. Yingling, clerk of Senate Banking and Currency 
Committee, June 21, 1955; and statement of Ellery C. Huntington, Jr., dated June 25, 
1955, in opposition to H. R. 6227 and S. 880 filed July 7, 1955, pp. 5 and 9. 


* Huntington statement: June 25, 1955, p. 17; and record of Senate heari 1953-54 
p. 463 ; record of House hearings, 195), p. Bao, ; na Aes e 


* Record Senate hearings on 8, 829, 1947, pp. 61 and 81. 
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Limited monopoly, if these organizations are declared to be bank holding com- 
panies (under see. 2) and can thus expand only on Federal agency consent (sec. 
3) but are permitted unrestricted investment privileges under section 4. 

We do not believe that the Congress of the United States would consciously 
enact legislation which would result in the creation of either type of monopoly 
to which we have refered, but there can be little doubt that monopoly, in one 
form or the other, will be created if S. 2350 is adopted in its present form. 

While creating this monopoly for the benefit of these unregulated organiza- 
tions, the bill would decree destructive liquidation for regulated investment com- 
panies such as Equity and Morris Plan. 

The Equity Corp. is a registered investment company (registered under the 
Investment Company Act of 1940) and this corporation and its affiliate, the 
Morris Plan Corp., are both subject to regulation under such act. 

The Investment Company Act was designed by the Congress 15 years ago to 
permit the ownership of diversified investments subject to regulation. As per- 
mitted by this act, both Equity and Morris Plan own assets and operate busi- 
nesses which would be classified under the bill as “nonbank” in character. 

Despite Investment Company Act intent, however, and despite the fact that all 
assets of Equity and Morris Plan have been legally acquired and are legally 
held, as provided in such act, this bill would decree the compulsory liquidation 
of a substantial portion of such assets. For, under the provisions of section 4 
of the bill, as now drawn either the banks in the Equity-Morris Plan group or, 
in the alternative, all nonbank assets, must be distributed or auctioned off. 

Such compulsory segregation would be ruinous to Equity and Morris Plan and 
their stockholders. It could easily subject both companies to serious litigation 
on the part of holders of senior securities. These senior securityholders (own- 
ers of preference shares of Equity and Morris Plan) are entitled to the asset and 
earnings protection now afforded by the total resources of our companies. S. 
2350 will eliminate this protection and could thus expose Equity and Morris 
Plan to stockholder action to prevent compliance with the mandate of the bill 
or to recover damages if enforced liquidation alters the position of stockholders. 

The difficulties which Equity and Morris Plan will have with holders of their 
preference shares will be accentuated under the bill. This is because section 7— 
containing what purport to be tax relief provisions—gives no consideration 
whatsoever to the situation of companies, such as Equity and Morris Plan, which 
have senior securities outstanding. Only distributions and spin-offs are ac- 
corded tax benefits under section 7. It is obvious, however, that these methods 
of divestment will be of no avail if claims of holders of senior securities are to 
be given recognition. In such situations exchange offers may be the only 
means of effecting the requisite reorganizations. Yet, under section 7 exchange 
offers are not permitted free of tax. 

Do the members of this committee really believe that these regulated com- 
panies—which have never been accused of wrongdoing or mismanagement and 
which own and hold only assets permitted under the Investment Company Act 
of 1940—should be subjected to such punishment as will be meted out to them 
under this bill while their unregulated competitors go scot free? Or that the 
50,000 shareholders of Morris Plan and Equity should be exposed to the finan- 
cial losses which will attend the enforcement of the divestment decree set forth 
in section 4? 


SUCH FAVORITISM AND DISCRIMINATION ARE UNJUSTIFIED 


There is no basis for the distinction this bill attempts to make between types 
of bank holding companies. Charitable foundations and labor unions and their 
welfare funds have been criticized in the past and may be criticized again.‘ 
Bank holding companies, too, have been attacked by their enemies—largely for 
wrongs they have never yet committed—although Federal agency representa- 
tives, almost without exception, have gone out of the way to commend bank 
holding company performances.® 

The record does not indicate, in other words, that bank holding companies 
honesty and efficiency is inferior to that of other bank owners—including the 


rich and powerful favorites who are being given preferred treatment under 
section 4. 


*See: Washington (D. C.) Evening Star, July 11, 1955, p. A-13; New York Times, May 
19, 1955, p. 28; U. S. News & World Reports, February 17, 1950, pp. 52-55. 
°E. C. Huntington, Jr., statement, June 25, 1955, p. 19. 
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Why, then, should these huge capital pools, which are entirely unregulated, 
be given the right to retain their banks and at the same time own a variety of 
other enterprises, while Morris Plan and Equity, which are strictly regulated, 
are, in effect, to be legislated out of business? 


The problem of mixed investments should be met through regulation rather than 
confiscation 


The theory that there is something nefarious in the simultaneous ownership 
of banks and other investments was first propounded by the independent bankers 
at the 1947 hearings and has since been incorporated in all bank holding com- 
pany measures,” 

In support of the contention that mixed investments are evil, the supporters 
of the divestment doctrine have relied on two arguments, to wit: 

(1) That bank holding companies have the characteristics of banks and 
should, therefore, be limited in their investments and activities to the same ex- 
tent as are banks; and 

(2) That the concurrent ownership of banks and other enterprises will lead 
to unfair dealing in the form of preferential credit arrangements for such other 
enterprises—to the damage of competitive businesses in the community and with 
resulting loss to depositors.? 

The concept that bank holding companies and their underlying banks are the 
equivalent of banks and their branch systems, was completely demolished by 
representatives of the Federal Reserve Board, the Comptroller’s Office and the 
American Bankers Association who testified in 1953,° and is so unrealistic that it 
will not be dealt with in these comments. Much more has been made of the 
possibility of “unfair dealing” and it is this argument, therefore, which I would 
like to examine in further detail. 

When the committee is considering the question of unfair dealing, I hope it 
will give some thought to the following points: 

In the first place, it should be noted that no case of unfair dealing—as between 
legitimate bank holding companies and their nonbank enterprises, on the one 
hand, and underlying banks, on the other—has ever been cited in any of the 
hearings on bank holding company legislation.” On the contrary, the many 
representatives of Federal agencies, who have appeared as witnesses at the 
numerous postwar hearings, have gone out of their way to commend bank hold 
ing companies and to make clear that these organizations have done a construc 
tive job and have rendered valuable services.” Furthermore, there is ample 
evidence of satisfactory efficiency and honesty, in the continuous existence of 
the major bank holding companies (and their banks)—most of which have 
been under Federal Reserve Board supervision by reason of the registration of 
the holding company units as holding company affiliates. Consider—as opposed 
to this—the never ending salvage of unit banks, as reported by the Federal 
Deposit Insurance Corporation, and the alarming upsurge of defalcation and 
fraud among these separately owned banks.” 

In the second place, the Congress, some 15 years ago, adopted holding company 
legislation under which transactions of any kind between holding companies 
and subsidiary companies or affiliated persons (including directors, officers, 
employees and stockholders) are completely forbidden, except as Federal agency 
approval is first obtained.” 


® Record of Senate hearings on S. 829 

* Hearings, 1953—54, pp. 473—475. 

5 Hearings, 1953-54, p. 454. 

"The Independents tried to produce a case during the 1953—54 hearings but this did not 
involve a legitimate bank holding company and was characterized by the authorities as a 
fraudulent transaction—which it was (hearings, 1953-54, pp. 485-487). 

” Hearings, 1947, p. 14; 1950, pp. 25 and 43; 1953-54, pp. 13 and 48; 1955 (H. R. 
2674), p. 131. 

"A recent opinion of the FDIC on this matter is in point. The FDIC wrote: 

“It has been the experience of the Corporation through the years that bank holding com- 
panies are not inherently dangerous, nor do they, per se, create problems which require 
additional attention or scrutiny by the Corporation. On the contrary, on the whole, banks 
owned and directed by bank holding companies have presented fewer problems as to asset 
Sa and management than have unity banks under independent managemert and 
controls, 

“* * * The problem of self-dealing is in no manner limited to transactions involving 
holding companies and their subsidiaries. Again, it has been our experience, that more 
losses have been sustained by self-dealing indulged in by banks under independent manage- 
ment than in units under holding company domination.” (Hearings, 1955 (H. R. 2674). 
p. 148; and see: FDIC Annual Report, 1954, p. 12.) 


coun a’ 17, Investment Company Act of 1940; B. C. Huntington, Jr., statement, June 25, 
955, p. 22. 
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The problem which confronted Congress when the Investment Company Act 
was adopted was similar to that which is posed by the pending bank holding 
company bills with the notable exception that during the twenties and thirties 
the record of investment companies, as a group, had been most unsatisfactory, 
whereas the record of bank holding companies, has not been criticized—even 
by its opponents. It is highly significant, therefore, that the Congress, in 
solving holding company problems in 1940, did not adopt a theory of confiscation 
but, instead, elected to permit holding companies to continue in business subject 
to the Federal agency supervision which is provided under the Investment 
Company Act of 1940. It is equally significant that the provisions which, in 
140, were devised to control interaffiliate transactions of all kinds would 
apply today to bank holding companies had it not been for the specific exemptions 
for these companies which were written into section 3 of the Investment Com 
pany Act of 1940. 

The attention of the members of this committee is called to the philosophy 
which underlay the adoption of the Investment Company Act of 1940 for the 
reason that it could easily be substituted for that of confiscation which character 
izes all the measures which are now under consideration. The doctrine of 
regulation which typifies the Investment Company Act of 1940 has been tested by 
the Securities and Exchange Commission for a period of 15 years. Section 17 
of that act contains stringent and far-reaching provisions and in many respects 
the prohibitions of this section are harsher and more rigid than is requisite. On 
the other hand, the Commission and its staff have done a splendid job of admin- 
istration; and were there representatives called before this committee for their 
opinions, I am sure they would testify to the efficacy of section 17 and of the 
regulatory philosophy which typifies the act. 

Kor many years I have urged the consideration, by the Banking and Cur- 
rency Committees of the Congress, of the principle of regulation which was 
adopted by the Congress so many years ago, following some 3 years of staff work 
and long and careful investigation on the part of the Congress. I again urge 
this approach to the problem of mixed investments as an equitable and effective 
substitute for the concept of destruction which characterizes S. 2350 and the other 
proposals which are now before you. 


HOW INVESTMENT COMPANY ACT REGULATION WOULD MEET THE PROBLEM OF MIXED 
INVESTMENTS 

A single, slight amendment to 8. 2350 is all that would be required to transform 
it from a punitive measure to one which is regulatory. To accomplish this it 
would only be necessary to add the following sentence at the end of paragraph 
(a) of section 2 of the bill, to wit: 

“Nor shall the term ‘bank holding company’ include any company which is a 
registered investment company, registered under the Investment Company Act of 
1940 (or which is an affiliate, as defined in said act, of such registered investment 
company), unless such registered investment company (or such affiliate) shall 
directly own voting shares of one or more banks.” 

Under such an amendment, a regulated investment company (or a regulated 
affiliate) could directly own industrial and other nonbank enterprises and in- 
vestments. Its bank ownership and all bank control, however, would be con- 
eentrated in a subsidiary bank holding company which, in turn, would be 
regulated, as such, under 8, 2350 or such other legislation as may be adopted. 

In this manner the bank holding company and its underlying banks would 
be insulated against preferential or unfair dealing at the hands of the invest- 
ment company or any nonbank affiliate (or directors, officers, employees or 
stockholders thereof) by virtue of the provisions of section 17 of the Investment 
Company Act of 1940. If, in addition, provisions comparable to those of section 
17 were written into the Bank Holding Company Act—as should be done—further 
insulation against interaffiliate dealing would be provideéc. 

It is recognized, of course, that this proposal will entail—for bank holding 
companies desiring diversification—nultiple and duplicate regulation which will 
be costly. From the point of view of Morris Plan and Equity, however, in- 
creased regulation would be infinitely better than the destruction and loss which 
would follow the adoption of any of the current bills. 


INVESTMENT COMPANY ACT SOLUTION WOULD HAVE UNIVERSAL APPLICATION 


With the amendment I have suggested, many of the inequities of S. 2350 could 
be corrected : 
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First: An avenue of relief would be afforded all bank owners who now hold 
diversified investments or may wish to hold them at a future date. 

Any company or organization which, at any time, might desire the concurrent 
ownership of banks and other things could organize and register an investment 
company, and then segregate its bank holdings in a registered bank holding 
company which would be a subsidiary of such registered investment company. 

Second: Untold loss would be saved stockholders of diversified companies. 

Liquidation could be avoided by a simple regrouping of assets and the protec- 
tion senior security holders now enjoy would not be affected: and 

Finally: Discrimination would be unnecessary. 

Labor unions, union welfare funds, pension trusts and charitable funds could 
all own an investment company with a bank holding company subsidiary should 
this be necessary. These groups would, thus, be saved the embarrassment of 
being set apart for special treatment. 

In the Same manner single bank owners could be made amenable to the bill— 
even though, for many of them—bank ownership may be but incidental to some 
other major activity. 

[ am sure that neither the members of this committee—nor the Congress as 
2 whole—wish to “play favorites,” but “favoritism” and “discrimination” have 
been the hallmark of every measure the “independent bankers’ have besought 
you to approve. 


PART Il. OTHER DAMAGING FEATURES OF 8. 2350 
No discussion of S. 2350 would be complete without reference to certain of its 
other provisions—or lack of them—which are in need of serious consideration. 


Assignment of arbitrary power to Federal Reserve Board through failure to 
provide for court review 

Under S. 2350, or any other bank holding company measure, the Federal 
Reserve Board will be called upon to make a variety of decisions, many of 
which will turn on an interpretation of the facts which are presented as evi- 
dence. Does an alleged bank holding company actually “control” an underlying 
bank and what is the proof of this? Is, or is not, a certain business related 
to banking and what is the opinion of the industry on this point or what are 
the “customs of the trade”? Is expansion “monopolistic” and what are the 
facts on which the finding is based? 

No Federal agency should be given—and none should want—the unappealable 
authority which is granted the Federal Reserve Board under this bill. 


Impairment of vested rights of stockholders, interference in State affairs and 
threat to capital markets for bank stocks 

Under section 3 of 8. 2350 stockholders who are bank holding companies 
(whether majority owners or less) could not preserve their proportionate stock 
interests in banks without running—hat in hand—to the Federal Reserve Board. 
Thus they could not exercise preemptive rights, take their pro rata share of 
stock on new offerings or receive stock dividends. Neither, for that matter, 
could they acquire their just proportion of assets on dissolution. 

None of these limitations is required for the control of expansion. All of 
them would tend to give Federal veto power over statutory proceedings sanc- 
tioned by State law and authority. Beyond this, these restrictions would enhance 
the difficulties of raising bank capital—the primary function of bank holding 
companies. 

Section 3 adds to the problem of bank capital underwriting in that prospective 
distributors of securities would hesitate to purchase issues for resale if section 
3 is left in its present form. Underwriting houses might well become bank hold- 
ing companies (under sec. 2) and made subject to the prohibitions of section 8. 
Surely this possibility is not in the interest of the small banks of the country 
nor of the public at large. 

The inequities of the tax-relief provisions 

The tax-relief provisions of the bill (sec. 7) are distinctly unfair in three vita] 
respects : 

First: The “cutoff” date of May 15 will adversely affect every company (and 
its stockholders) which has unrelated assets. 

Every bank holding company must carry on its operations each day of its 
existence. None of us has “stood still” since May 15 last—nor, for that matter 
during any of the past 10 years of bank holding law discussion. ; 
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In all fairness, all dates (including those affecting “qualified” bank holding 
company status) should be related to the day the act becomes effective or, more 
justly, to a subsequent date. 

Second: The rights of senior security holders have not been given the slightest 
consideration in section 7. 

This matter has been touched upon earlier in these comments. It must, in 
fact, be evident to anyone who has read 8. 2350, that the position of senior 
security holders (including the owners of convertible debt) has been completely 
ignored 

Obviously, senior claims of all kinds will be placed in jeopardy if reorganiza 
tion, under S, 2850, takes the form of distributions or “spinoffs.” The prob 
ability is that only through an exchange of securities can any acceptable reorgan 
ization plan be evolved in such a situation. Exchanges, therefore, should be 
permitted and no tax should be payable until the securities received in exchange 
are sold. 

All of the shareholders of Morris Plan and Equity will suffer if S. 2350 is 
enacted into law but their losses will be compounded if, in addition, they are 
taxed on transactions which are thus forced upon them. 

Third: Section 7 and section 3 contrive, together, to make manadtory the re 
tention of 5 percent of all “unrelated” assets. 

This unfair result is probably not intended but is the apparent effect of the 
pertinent provisions of the bill as now drawn. 


CONCLUSION 


it is most unfortunate that these comments on S. 2350 could not have been 
made earlier when, perhaps, there would have been opportunity for fuller 
explanation of the viewpoints I have attempted to express, 

A bank holding company law, based on the destructive provisions of section 3 


of this bill, will result in inealcuable loss to Morris Plan and Equity and their 
stockholders. We know of nothing in our record which would warrant such 
destruction as will follow the enactment of S. 2350. 

Destruction, we believe, is not needed to meet any problem raised by the 
ownership of banks and other things. That is why we are suggesting the adop- 
tion of a “new approach”—that of effective “regulation.” 

Respectfully submitted. 

ELLery C. HUNTINGTON, Jr., 
President, the Morris Plan Corporation of America; Chairman of the 
Board, the Pquity Corporation. 

(The following was later received for the record :) 

Senator Frear. The next witness is Thomas C. Boushall, president 
of the Bank of Virginia. 

Colonel Huntineron. Mr. Boushall will not be able to be here, sir. 
[ am sorry that he cannot, because he was giving testimony as an 
independent banker, although he wants to operate one of our banks. 
I thought it would be of benefit to the committee, but he was unable 
to be here. 

Senator Frear. He did not give any testimony before the House, 
either ¢ 

Colonel Huntrineron. No, sir; he did not. 

Senator Frear. Thank you. 

Mr. Henry Y. Offutt, secretary of the First National Bank Trustees, 
Louisville, Ky. Glad to have you with us. 


STATEMENT OF HENRY Y. OFFUTT, SECRETARY, FIRST NATIONAL 
BANK TRUSTEES, LOUISVILLE, KY. 


Mr. Orrurtt. It is a pleasure to be with you, Mr. Chairman. 

Senator Frear. I am sorry we did not get your testimony in this 
morning, but you understand the reason why, I am sure. 

Mr. Orrurr. Yes, sir. 
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My name is Henry Offutt. I am secretary of the First National 
Bank Trustees of Louisville, Ky. We are the smallest of the bank 
holding companies, and in my opinion the best. And we have one 
of the “oldest nonbanking affiliates, and it is concern about the loss 
of this affiliate that brings up here before the committee. 

If there is additional regulatory legislation affecting bank holding 
companies (which we do not think is required) the First National 
Bank Trustees of Louisville, Ky., request that any legislation shall 
include section 6 (c) 6 of H. R. 6227 as passed by the House of Repre- 
sentatives. 

Section 6 (c) 6 of H. R. 6227 reads as follows: 

(c) The prohibitions in this section shall not apply * * * (6) to the owner- 
ship by a bank holding company of shares, securities, or obligations of any 
company which do not include more than 5 percent of the outstanding voting 
securities of such company, and do not have a value greater than 5 percent of 
the value of the total assets of the bank holding company; or to the ownership 
by a bank holding company of shares, securities, or obligations of an investment 
company which is not a bank holding company and which is not engaged in any 
business other than investing in securities, which securities do not include more 
than 5 percent of the outstanding voting securities of any company and do not 
include any single asset having a value greater than 5 percent of the value of 
the total assets of the bank holding company. 

<a provision is not new. A similar provision was included in 

. 1118, 88d Congress, Ist session, as section 6 (b) (6), and has been 
included in several bills considered by previous congressional commit- 
tees, including that reported out by the Committee on Banking and 
Currency of the House of Representatives, 82d Congress, 2d session, 
in H. R. 6504 section 6 (b) (5). The inclusion of similar paragraphs 
in former bills was the result of careful consideration and extended 
discussions. We appear before this committee in order that the mem- 
bers of the committee may understand fully the reason why such a 
provision should be included. We believe that our situation in Louis- 
ville, to which this statement is directed, will demonstrate the pro- 
priety of its inclusion. 


WHO THE FIRST NATIONAL BANK TRUSTEES ARE 


On July 1, 1925, a trust agreement was entered into by the stock- 
holders of the First National Bank of Louisville with various other 
corporations whereby all of the stock of the bank (except qualifying 
shares) and all of the stock (except qualifying shares) of the Ken- 
tucky Title Savings Bank & Trust Co., now the Kentucky Trust Co., 
was placed in trust. 

The trust also owns an investment company known as the First 
Kentucky Co. which is concerned with investing its own money in 
readily marketable securities, in the manner of a management type 
investment trust, not in controlling companies the stock of which it 
owns. As of December 31, 1954, this company showed capital, sur- 
plus, investment, and dividend reserves of $4,448,427.65 at book value, 
which was 20.8 of the total capital funds of the trust. Fi irst Kentucky 
Co.’s net asset value at market as of the same date was $7,741,039.29. 

The trust also owns a small fire insurance company known as the 
First Kentucky Fire Insurance Co. doing business primarily as an 
agent ~ writing over 95 of its business in the county in which it is 
ocatec 
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The foregoing are all of the assets of the trust other than cash and 
United States Government bonds. A consolidated statement of the 
trust as of December 31, 1954, is attached as exhibit A. 

(The document referred to follows:) 


Report FoR 1954 or First NaTionaL BANK OF LOUISVILLE, Ky. 
TRUSTEES’ CERTIFICATES 


On July 1, 1925, all the shareholders of the Kentucky Trust Co. and all the 
shareholders of the First National Bank of Louisville, Ky., placed the stock of 
these companies in this trust, receiving in exchange First National Bank 
Trustees’ participation certificates. All the capital stock of these two banks 
(except directors’ qualifying shares sold under a repurchase agreement), and all 
the common stock of First Kentucky Co. (an investment company with assets 
invested in marketable securities) and First Kentucky Fire Insurance Co. are 
held in this trust for your beneficial interest. The purpose of this summary is 
to emphasize the fact that each trustees’ certificate represents a share in the 
assets and earnings of four separate corporations. While each corporation is 
a separate entity, each serves to complement the services of the other. This 
close, coordinated relationship results in benefits for both the customers of the 
corporations and the holders of trustees’ certificates. 


Asscts held im trust, Dec. 31, 1954 
Affiliated corporations 


Share Description book value? 

30,000 First National Bank of Louisville, Ky., common $110 par. $10, 133, 708. 21 
10,000 The Kentucky Trust Co., Louisville, Ky., common $100 par. _— 3, 229, 564. 68 
50,000 First Kentucky Co., Louisville, Ky., common $10 par____ 2, 244, 539. 65 


500 First Kentucky Fire Inusurance Co., Louisville, Ky., com- 
show Gl00 Par oot. 4 hooper 317, 862. 96 


Total stocks owned__ ~~~ 


sash via dices jun elles (cnt ieheicstehtie’ p Eade anes Gan. 


I ie eee darteciies et ete ate het cess las een ereeh hate dinsieaeest eemmianiienen 14, 208. 83 
Total assets of trust, evidenced by 138,500 First National 
Bank Trustees’ certificates_...............____ iu 15, 989, 884. 33 


2The book Value on the trustees’ books is equal to capital, surplus, and undivided 


profits 
of affiliated corporations applicable to stock held in the trust. 


Consolidated balance sheet 


RESOURCES 
Cash and due from banks us ; LC 3 S48, 856, 744. 93 
U. S. Government securities__._.........-_-__-_. LEE St 8 86, OSO, 915. 39 
Other investment securities____ asad elias ph lad ahd te salad 10, 023, 851. 28 
ype) US UDO SRIR Oe 345, 000. 00 


Loans and discounts i capitate aia tinediitiiiaatencn acted omeetnett ipapdeemnens ania 49, 144, 608. 05 
Accrued interest receivable and deferred expenses__....______ 6388, 771. 77 
OGber } remparegt i 2. a ae ee ee La 103, 545. 24 


siacibininainctig ETE 1, 355, 941. 27 
196, 549, 372. 93 


Deposits 


hel tis actin arabia tii ited Nal A tilts Se LI SU OU ee 175, 748, 068. 31 
Accrued interest, taxes, expenses and unearned discount_...___ 2, 415, 618. 90 
Reserve for investments, First Kentucky Co_..........______. 1, 316, 251. 38 
a rE 0 I nen enaniteeaeensidtandnd S87, 686. 62 
a a sR nee Ses SE Birdy be Ae ee 246, 127. 22 
New worth—(capital, surplus and undivided profits) : 

Equity applicable to stock held by others than your trustees_ 10, 000. 00 

Equity appiicable to stock held and controlled by your 

trustees - 


Daniar1<-enidaenes 15, 925, 675. 50 


196, 549, 372. 98 
Vorr.—-Intercompany deposits of $864,480.52 have been eliminated in the above statement. 


i tl NE 


Sct SECM Re ake eb <td ition! 


i Re 


Esl 


sedan # 


rend Stl win oe 


i =p SEY 


WI 








CONTROL OF BANK HOLDING COMPANIES 203 
1954 CoMPARED WITH 1953 
The following tabulation presents pertinent comparative figures relative to the 


trust as of the dates indicated : 


Year ending 






Dec. $1, 1953 Dee. 31, 1954 
ees’ certificates outstanding 138, 501 138. 500 
nsolidated book value $15, 107, 271. 99 $15, 939, 884. 33 
Per certificate $109. OF $115.08 
Reserves not included above $4, 224, 569. 17 $4, 807, 829. 65 
Per certificate ? $30, 50 $34. 71 
Consolidated net operating earnings before taxes $2, 220, 673. 79 $2, 442, 907. 65 
Per certificate * $16. 03 $17. 63 
Consolidated income taxes $934, 813. 46 $1, 021, 052. 459 
Per certificate $6. 75 $7. 37 
Consolidated net operating earnings $1, 285, 860. 33 $1, 421, 855. 06 
Per certificate (see note 3 $9, 28 $10. 26 
raxes and other expense of the trust $0. 23 $0. 37 
Net earned per certificate $9. 0. $9. 89 
Dividends paid 4 $3. 60 $4. 00 


The consolidated book value is that part of the capital, surplus, and undivided profits of the affiliated 

ompanies applicable to the stock of those companies owned by the trust. It includes, however, no value 

r substantial reserves established by those companies by transfer from undivided profits to reserve 
(See note 2.) 

These reserves in published statements of the First National Bank, The Kentucky Trust Co., and 
First Kentucky Fire Insurance Co. are deducted from the book value of the assets to which they apply, 
but in the statement of First Kentucky Company are separately stated. 

Consolidated net operating earnings are reported without regard to capital transactions As stated, 
they are after providing for estimated income-tax requirements and after deducting the allowed depreciation 
on bank buildings, vaults, and equipment. It has been the general practice of the several companies to 
charge off, in the year acquired, the cost of all furniture and fixtures purchased. These chargeoffs have 
not been deducted from the earnings reported, nor have voluntary transfers made from undivided profits 
to reserves been deducted. As usual, the consolidated net operating earnings do not include the net gain 
or loss resulting from recoveries on loans or the losses taken on loans, or the net profit or loss taken on 
securities sold. 

The quarterly dividend was increased Mar. 12, 1954, from 90 cents to $1 


Your CoMMERCIAL BANK 
CONDENSED STATEMENT OF FIRST NATIONAL BANK OF LOUISVILLE, DECEMBER 31, 1954 
The First National Bank of Louisville, the oldest national bank in the South, 


is a large commercial bank offering Louisville a complete banking service through 
its main office and 12 neighborhood branches. 





RESOURCES 
Cash ot 268 Tiger pee... 5 arencnee ee =a. uc.) RR eas 
U. S. Government securities_____~_- i neesattere seas Podialaeciaianh 78, 639, 380. 19 
U. S. Government instrumentalities_____~- ln ES a hs Sd 2, 149, 008. 92 
Municipal and other tax-exempt obligations_____._._.__-_________ 5, 684, 906. 86 
Po bscespashsndincemesacip ease nea aap amen oneemetaaeiaaemenise wade ine aoaes ee 
er OS, ces abcde sine es mermlndlivencelicaliadnass 270, 000. 00 
IO er cr cA ee a rel 981, 457. 99 
alae aera tied Rdeaemneasck igindtawcrablacenae 570, 295. 44 
COR I ah ea Rin tein Aha tiem etic cine 67, 903. 20 
eaten talented ato cibieneihdineioddclariianits toetswabercnah-phischedhnpiinnian 176, 906, 174. 15 
LIABILITIES 
CODE... sntacdntcontoteneennrd balita cy Deldnnteys $3, 000, 000. 00 
SIG Sinha calicittitn tabbed eset ien gh nteemenbaahomen scsi mena 6, 000, 000. 00 
COG A in citi hth pm erin <n eteetiten 1, 133, 708. 21 
—————————_ 10, 133, 708. 21 
CN cat sain ashtennentrencniopivestom cigeenellrmsiibemiemas 164, 917, 598. 52 
Ce BN RE Se ee ae nea 1, 187, 611. 01 
ERGOReE Car TOT in 5 cencik pee wen nemo nn an 542, 421. 54 


a sates eeeemndienenienl 124, 834. 87 


Sins ili an ses ak aul gn en ga hi ns silg we cc merecinacsnasse LC Oh Oy DEO 
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OFFICERS 


Ralph ©. Gifford, chairman of the board Paul Jagielky, cashier 
J. McFerran Barr, president Victor L. Bitter, assistant vice president 
Douglass W. Potter, executive vice presi- TT. H. Cooper, assistant vice president 


dent James T. Ewing, assistant vice president 
John W. Barr III, vice president Edgar M. Parsons, assistant vice presi 
Arthur W. Brown, vice president dent 
Hubbard G. Buckner, vice president James C. Irwin, assistant cashier 
Howard C. Davis, vice president Clarence M. Kelley, assistant cashier 
Stuart H. Mann, vice president Bernard M. Kute, assistant cashier 
J. Van Dyke Norman, Jr., vice president James S. McKenzie, assistant cashier 
Henry Y. Offutt, vice president Elmer H. Wedekind, assistant cashier 
Henry D. Ormsby, vice president C. L. A. Johnson, auditor emeritus 
S. Albert Phillips, vice president E. C. Ries, auditor 
Robert H, Slater, vice president Richard K. Straub, auditor 


Keith C. Spears, vice president 


Louis J. Menges, personnel manager 
Karl A, Straub, vice president 


C. Haydon Stanley, credit manager 


Your Trust CoMPANY 
CONDENSED STATEMENT OF THE KENTUCKY TRUST CO., BECEMBER 31, 1954 


The Kentucky Trust Co. offers a complete individual and corporate trust service 
and a banking service for its trust customers. It also offers mortgage lending 
facilities to the entire community. 


RESOURCES 
Cash and due from banks__ Si iaiene $2, 168, 166. 72 
U. S. Government securities__._..._______-_ .... , 005,931.28 
————— $7, 264, 098. 00 
Loans . “i = iniaiidactcmasalieminiaaien : a ace 6, 755, 970. 66 
jonds and securities tdi titel ice 835, 457. 28 
Bank building : 374, 3 


a aaa natalia ate oe aaa 374, 3038. 40 
Income receivable ws fF ee , © alas 68, 476. 33 
Other resources A ; at 1, 592. 75 


eileen tint aria aaa ohaneiieeiteaail ; aia -- 15, 299, 898, 42 


Total 


Capital ve ft eS $1, 000, 000. 00 
Surplus , intnicensadlal is 1, 500, 000, 00 
Undivided profits icetetciiagladaittas tases 729, 564, 68 
3, 229, 564. 68 


Deposits (net) —- _..--- 1], 604, 9. 31 


Accrued interest and taxes__ ated Eta si aaa 285, 5438. SO 
Other liabilities__ lara aise hineeitl ab adic te Sa . 89, 844. 54 
Total ii ____ 15,299, 898. 42 


OFFICERS 


Ralph C. Gifford, chairman of the board Anderson C. Dearing, Jr., secretary 


Henry Y. Offutt, president Stuart H. Mann, comptroller 
J. Van Dyke Norman, Jr., Sugene A. McSweeney, 

executive vice president assistant vice president 
J. McFerran Barr, vice president ©. I. Welker, assistant trust officer 
EE. Rutledge Lilly, vice president Elizabeth D. Conner, assistant treasurer 
S. Lyman Barber, senior trust officer Robert A. Glasscock, assistant secretary 
Neville Blakemore, trust officer Hugo J. Bobzien, assistant comptroller 
Carl B. Eastes, trust officer ©. L. A. Johnson, auditor emeritus 
Joseph R. Gathright, trust officer Sylvester I, Dries, auditor 
Embry Lee Myers, cashier Kilian L. Seng, auditor 


Harold W. Walton, treasurer 


tll | bt nie mirc ela 


sei Ait ea AGI = Aas Wadena 
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Your INVESTMENT COMPANY 
CONDENSED STATEMENT OF FIRST KENTUCKY ©O., DECEMBER 81, 1954 


The First Kentucky Co. performs several functions for the trust; its most 
obvious one is the production of income, through interest and dividends on its 
investments. Investments consist of a diversified list of readily marketable 
securities. It is also a reservoir of capital which is available whenever it can 
be employed profitably for the benefit of any or all of the constituent companies 
or for the trust as a whole. 


ASSETS 


Ce ee : : aed ler ; F = . $1, 287, 761. 32 
U. S. Government obligations_- eS 100, 000. 00 
Other securities: 

Co Sh medida we Se 28 6s 

Preferred stocks... -___~- ‘ t- .. 346, 868. 51 

I i cctv RE ciceiae asus cdunmi: (thes a ae 


———— 3,412, 105.95 
Miscellaneous investments: 


Life insurance__-_ 
Mortgage loans____~_- 


ane. ae ae 13, 500. 00 
caeiihea Tend 11, 900. 00 
- - 25, 400. 00 


a = 4, 825, 267. 27 


tee niente 





LIABILITIES 
Accounts payable... —- 
Reserve for income taxes______- 
Reserve for other taxes__ 


: $715. 96 
; ‘ + 361, 123. 66 
iat a lS al 15, 000. 00 

— 376, 839. 62 


S87, 636. 62 


Reserve for dividends_____- 
Common stock and surplus: 
CN i aii ii Steen _ $400, 000. 00 
RO I i iiitittarta sige tink disc nestiin tee ae 
—_—_——- — 2 244, 539. 65 
. 1,316, 261.38 
——————— 3, 560, 791.03 


Investment reserve_____________ 


RO ace ebtelionconsitese oypegerpee ; : 4, 825, 267. 27 
OFFICERS 


Ralph C. Gifford, chairman of the board Harold W. Walton, treasurer 


Henry Y. Offutt, president Anderson ©. Dearing, Jr., assistant 
J. Van Dyke Norman, Jr., executive treasurer 

vice president Kilian L. Seng, secretary 
J. MeFerran Barr, vice president Stuart H. Mann, comptroller 


Your Fire INSURANCE CoMPANY 
CONDENSED STATEMENT OF FIRST KENTUCKY FIRE INSURANCE CO., DECEMBER 31, 1954 
First Kentucky Fire Insurance Co. operates as an underwriting fire company, 
and as an agency providing full facilities for all lines of fire, marine, casualty, 
and surety coverage. 
RESOURCES 


SO I as eich stews oi ae $48, 808. 25 
U. S. Government obligations_............._ 96, 600. 00 
EE SE EEE ee $272, 167. 73 
Less reserve for investments i al ale Rel oa 55, 786. 54 


~ 216, 381. 19 
Pn i csscnenenenen Gineeniés sith diabctaalitadad 20, 549. 29 
Furniture and equipment 179. 88 


_ 5138. 61 








a cata intpns 382 
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LIABILITIES 
Capital stock and surplus: 
Commo: Weee24c os a se SuiSi hci whe Ole $150, 000. 00 
Surplus ial a « cditpinidwiitedaean | | ae 
Undivided profits._._..._.___---- Setlge ao 77, 862. 96 


-—— -— $327, S62. 96 
da). fk AS) SU 8, 794. 28 


Reserve for unearned premiums 
Reserve for Federal income taxes_ é es. 5 15, 124. 52 
Reserve for fire losses i f el Sa) eee 25. 106. 19 
Accounts payable i 5, 625. 66 


Total cane <3 es : _ 382,513. 61 
OFFICERS 


Ralph C. Gifford, chairman of the board Douglas W. Potter, treasurer 


J. McFerran Barr, president Clifford E. Clark, Jr., secretary 

Henry Y. Offutt, vice president Stuart H. Mann, comptroller 

Samuel O. English, vice president and J. Van Dyke Norman, Jr., secretary of 
manager the board 


Mr. Orrurr. Beneficial interests in this trust are owned by 716 in- 
dividuals, fiduciaries, and others. 


THE POSITION OF THE TRUSTEES 


We do not think it has been demonstrated that holding companies 
have not been operated in the public interest or that their expansion 
has resulted in unfair competition, but since we are most concerned 
_ ith the provisions of the bill that will require divorcement of non- 
anking affiliates our statement is directed to this part of the proposed 
lai slation. 

We are concerned, seriously and sincerely, in the preservation of our 
right to continue to hold the stock of the First Kentucky Co. because 
we believe that it has been and will continue to be a tremendous aid 
to sound banking and to the safe operation of the banks which we 
own. Its maintenance is very much in the public interest. While 
the First Kentucky Co. has been a profitable operation since its incep- 
tion, it has been and is primarily a reserve fund or cushion for the 
protection of the depositors of the banks and the beneficiaries of 
estates held by the trust company, as will be shown hereinafter. It 
represents the most liquid type of risk capital that can be used to meet 
the exigencies arising in either of the two. The annual report of 
First Kentucky Co. as of December 31, 1954, is attached as exhibit B, 


and the list of assets shown therein clearly demonstrates their 
liquidity. 
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(The document is as follows 


Report or First Kt 


George R. Armstrong 
J. McFerran Barr 
George R. Bickel 
Charles R. Bottorff 
George Garvin Brown 
Archie P. Cochran 
William C. Dabney 
Ralph C. Gifford 
Timothy V. Hartnett 
Eugene D. Hill 


Ralph C. 
board 
J. MeFerran Barr, vice president 
Harold W. Walton, treasurer 
Stuart H. Mann, comptroller 
Henry Y. Offutt, president 


Gifford, Chairman of 
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e) 
NTUCKY Co., DECEMBER 31, 1954 


DIRECTORS 


Preston P. Joyes 

J. Van Dyke Norman, Jr. 
Henry Y. Offutt 

Otis W. Pickrell 
Douglas W. Potter 

John W. Price, Jr., M. D. 
Franklin F. Starks 
James W. Stites 
William A. Stoll 

Elbert Gary Sutcliffe 


OFFICERS 


the J. Van Dyke Norman, Jr., executive vice 
president 

Anderson C., 
treasurer 

Kilian L. Seng, secretary 


Dearing, Jr., assistant 


I'trst KentucKy Co., 
Louisville, Ky., January 4, 1955. 


To the Directors of the First Kentucky Co.: 

There are submitted herewith the balance sheet of the First Kentucky Co., as 
of December 31, 1954, and statements of income and surplus for the year ending 
December 31, 1954, also a list of the securities held by the corporation, a sum- 
mary of its assets and other information. 

The net asset value (excluding $887,636.62 reserve for dividends) of the capital 


stock of the First Kentucky Co., as 


of December 31, 1954, valuing assets at mar- 


ket quotations, or in the absence of market quotations, at fair market value in 
the opinion of the investment officers, was (as more particularly shown on p. 4) 
approximately $171.33 per share on the 40,000 shares of common stock outstand- 
ing. Corresponding figures for previous years were: 


Dec, Sk Wee ecentaens 
Dec. 31, 1948... a 
DOC: Bi, See ek a 

Dee. 31, 1950_- 


= Be 


aaa $111. 15 | Dee. 31, 1951 


$161. 92 


4.36 | Dee. 31, 1952 aresesnovenrsich 169. 38 


emeae 129. 96 | Dec. 31, 1953 aise tes 150. 55 
143. 49 | Dee. 31, 1954 171.338 


In the years 1952 and 1953, dividends on the common stock exceeded the total 
of net operating profit by $710,576.49, equivalent to $17.76 per share. In 1954 


dividends exceeded net operating profit by $151,364.85, or $3.78 per share. 


There 


was as of December 31, 1954, $887,636.62 cash reserved for future dividends 


which is not included in the value of $171.33 per share. 


3 amounts is $48.73 per share. 
The net operating profit for the 
gains and the tax thereon) was $1 


$2,383.69. 


The sum of the foregoing 


year after all expenses (exclusive of capital 
The corresponding figure for 1953 


Was $165,638.88, for 1952, $217,763.53, for 1951, $176,738.81, and 1950, $171,907.48. 





Henry Orrutt, President. 
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First Kentucky Co. 


Cash—k on Dee, 31, 1954, $887,636.62 cash re- 
erved for dividend payments 
U. 8. Government obligations 


Cash and U. 8. Government obligations 
Other bond 


Preferred stock 
Banks and finance 
Container and glass 
Electronic 
Food and beverag« 
Oil and gas producers 
Public utilities 
Rails 


lobaccos 
Total 


Common stoch 
Aircraft manufacturir 
Automotive and tire 

Banks and finances 

Building and paint 

Chemical and pharmaceutical 

Container and glass 

Electronics 

Food and beverage 

Insurance 

Manufacturing 

Metals and mining 

Oil and gas producer 

Public utilities 

Pulp, paper, and lumber 

Rails 

Steels and allied industries 

lextiles 

lobacco 

rransportation, other than rails 


Total 


Viiscellaneous investment 


Ciross asset 
Less liabilities as shown on balance sheet 
Net asset value (no allowance made for taxes 
on unrealized appreciation | 
Value per share of common stock | 


First Kentucky Co. 


Balance sheet as of close 


HOLDING COMPANIES 


Summary of assets 


Dec. 31, 1953 Dee. 31 





ore nts 7. 
Market Perce Bt Market 
of gross : 
value : value 
assets 
$600, 592. 06 9, 88 $400, 124. 70 
471, 650. 00 7. 76 102, 312. 50 
l, O68 17. 64 502, 437. 20 
25 7. 84 767, 122. 00 
69, 290. 00 121, 535. 00 
45, 200. 00 0 
37, 275. 00 0 
0 30, 000, 00 
51, 750. 00 54, 250. 00 
81, 575. 00 77, 425. 00 
64, 300, 00 48, 000. 00 
0 SO, 750. 00 
349, 390. 00 5.75 381, 960, 00 


126, 850. 00 
353, 437. 50 
140, 159. 25 
45, 375. 00 
231, 062. 50 
143, 000. 00 
179, 850. 00 
139, 525. 00 
688, 692. 75 1, 
120, 300. 00 
133, 250. 00 
657, 412, 00 
724, 070. 75 
45,312. 50 
118, 725. 00 
64, 500, 00 
23, 500. 00 
51, 000. 00 
108, 500. 00 





25 67.33 5, 490, 319. 38 
54 1.44 88, 403. 71 








100.00 | 7, 23 


242. 29 





56 53 76, 839. 62 
6, 021, 919. 57 6, 853, 402. 67 
150. 55 171.33 


of business Dec. 3 


ASSETS 


Cash (includes $887,636.62 reserve for divdends) 


U. S. Government obligations___ 
Other securities: 

Other bonds 

Preferred stocks 

Common stocks 


Miscellaneous investments: 
Life insurance 
Mortgage loans 


Total 


$731, 812. 68 
346, 863. 51 


© 2992 4990 7 
2, ddd, 429. 76 





, 1954 


Percentage 
of gross 
assets 





10. 61 


Zo. Y4 


1. 22 


100. 00 


1, 1954 


$1, 287, 761. 32 
am As Je 100, 000. 00 


3, 412, 105. 95 


i 13, 500. 00 
" 11, 900. 00 


25, 400. 00 





om 
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4 LIABILITIES 
Accounts payable__. ities $715. 96 
Reserve for income taxes - 261. 123. 66 
5 Reserve for other taxes 15. 000. 00 
1 $376, 839. 62 
Reserve for dividends 887. 336. 62 
Common stock and surplus: 
Common stock $400, 000, 00 
é Surplus__- ee z 1.844, 539. 65 
2, 244, 539. 65 
Investment reseryve_____- ; 1,316, 251. 38 
3. 560, T91. OS 
Oe x SN. , Sa, $+. 825. 267. 27 
Pirst Ke ntucky Co.—Statement of income for year ended Dec. 81, 1954 
Interest earned: 
(m United States Government obligations $6, 976. SO 
On other bonds____-_- : : 4, 602. 50 
$11, 579. 30 
Dividends received___ es iene 198, 736. 36 
OEE RE rceuniteioeicen 257. 88 


I hls, catittecccnhcacis ossesuioain 
Eixxpenses : 


‘ 210, 5738. 





o-+ 


investment services _.........._______ =. cenaens: Ay ee 
SES, ee. i es 29, 300. 04 
Pension at... .. ae 2,599. 16 
Sa OO at nn ee ene oe 88. 46 
i Ee Se 3, 157. 50 
Ixxaminations, Humphrey Robinson & Co_- 5. 00 
BOO arn ae = 2.00 
Memberships_-— 7 50 
Ta ee ; a . 69 
Taxes paid, other than income taxes 2.382 
Insurance (surety bond) 2. 26 
Insurance premium, W. BE. Dugan ah 56. OO 
>, 265. 32 
J CEE 2 : 137, 308. 22 
Provision for income taxes______-— 924. 53 
OCs, 2. comedies ttivtiiin sacadeimeasiaaniagsitiasttains ites, it “ 132, 383. 69 
Profits taken on investments____..._________ 1, 150, 254. 65 
4 Dit he Btein icici ebistentowors aliens sgelhiieabianee a8 tiki 1, 282, 688. 34 
Set aside for income taxes on gains__-__~_ a $347, 261. 55 
Added to reserve for investments_._.._______-_____ 802, 933. 10 
———— | 150), 254. 65 
(lA ee en perenne - 32, 383. 69 


Dividends paid —__ 283, T48. 





To undivided profits._...c....____- 
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9 9 
Investmentsa—Dec. 31, 1954 5 
UNITED STATES GOVERNMENT OBLIGATIONS 
Face Market 
value Cost value 
' ; } a 
United States Treasury bonds 234 percent, Sept. 15, 1961 100,000 | $100,000.00 | $102, 312. 50 
| | 
OTHER BONDS : 
Municipal 
Commonwealth of Kentucky Turnpike 3.40, July 1, 1994......| 100,000 $101, 000. 00 $99, 875. 00 a 
New Jersey Turnpike 3% percent, Jan. 1, 1985 50, 000 53, 375. 00 53, 125. 00 
Total : 164, 375. 00 153, 000. 00 5 
Publie utilities: Louisiana Power & Light Co., 344 percent, Mar. r 
1, 1978 200, 000 212, 500. 00 201, 500. 00 
Rails 
Canadian Pacific Railway Co. 344 percent, 1970 50, 000 | 48, 500. 00 64, 000. 00 
Missouri Pacific Railway Co. Ist and refinancing, 5 percent 109, 000 98, 841. 25 104, 095. 00 
Missouri Pacific Railroad Co. Ist and refinancing, 5 percent 216,000 | 197, 012. 50 206, 280. 00 
St. Louis, San Francisco Railway Co. 4 percent, 1997 36, 600 20, 583. 93 | 38, 247. 00 
Total 364, 937. 68 412, 622. 00 
Total other bonds 731, 812. 68 767, 122. 00 
PREFERRED STOCKS 
Number Cos Market 
; ost 
of shares value 
Banks and finance 
American Investment Co. of Illinois 54 percent cumulative 500 $50, 000. 55 $52, 500. 00 
Associates Investment Co. 444 percent cumulative 500 50, 000. 91 50, 000. 00 
General American Investors Co. $4.50 cumulative 180 18, 798. 90 19, 035. 00 
Total 118, 800. 36 121, 535. 00 
Food and beverages: Libby, McNeil & Libby 544 percent cumu- | 
lative 300 30, 000. 00 30, 000. 00 
Gas and oil producers: El Paso Natural Gas Co. 5.65 percent ‘ 
cumulative 500 50, 000. 00 54, 250. 00 * 
Public utilities 
Northern Indiana Public Service Co. 4.56 cumulative 1, 000 24, 000. 00 31, 625. 00 
Texas Eastern Transmission 434 percent cumulative 400 40, 000, 00 45, 800. 00 
Total 64, 000. 00 77, 425. 00 
Rails: Kansas City Southern Railway Co. 4 percent 1, 000 33, 313. 15 48, 000. 00 
lrobacco: R. J. Reynolds Tobaeco Co. 4.50 percent cumulative 500 50, 750. 00 50, 750. 00 
lotal preferred stocks 346, 863. 51 381, 960. 00 e 
COMMON STOCKS 
Aircraft manufacturing 
Bendix Aviation Corp 700 $41, 261. 21 | $73, 325. 00 
Douglas Aircraft Co., Ine 800 23, 427. 30 | 104, 000. 00 
Total 64, 688. 51 | 177, 325. 00 
Automotive and tire | 
Chrysler Corp 800 56, 900. 00 % 
Ford Motor Co. of Canada Ltd., class A 1, 000 237 112, 750. 00 
B. F. Goodrich Co 3, 500 19, 381. 44 | 444, 500. 00 
Total . 141, 440. 74 | 614, 150. 00 
Banks and finance | 
National City Bank of New York : 1, 041 43, 971. 84 | 60, 898. 50 
Traders Finance Corp 1, 500 40, 539.17 | 


66, 750. 00 


Total : f einai 84, 511. 01 127, 648. 50 
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Investments—Dec. 31, 1954—Continued 


COMMON STOCKS—Continued 




















Number Cost Market 
of shares E value 
Building: Certain-Teed Products Corp $3, 000 $60, 268. 96 $84, 750. 00 
Chemical and pharmaceutical: 
E. I. du Pont de Nemours & Co ; 500 41, 546. 40 83, 750. 00 
Minerals & Chemicals Corp. of America 25, 812. 19 509, 606, 25 
G. D. Searle & Co 19, 425. 00 54, 300. 00 
Vick Chemical Co 1, 000 47, 560. 89 53, 000. 00 
Total been 134, 344. 48 250, 656. 25 
Container and glass: 
Continental Can Co 1, 000 78. 750.00 
Corning Glass Works 400 59, 400. 00 
Total 60, 273. 97 138, 150. 00 
Electronics: 
Beckman Instruments, Inc 2, 500 430. 62 61, 250. 00 
Columbia Broadcasting System, Ine 1, 020 38, 174. 38 87, 210. 00 
Hazeltine Corp 800 42, 496. 69 46, 000. 00 
Total 113, 101. 69 194, 460. 00 
Food and beverages: 
Morton Packing Co 3, 000 62, 500. 00 75, 000. 00 
Sunshine Biscuit, Inc. 700 10, 219. 12 58, 275. 00 
Total... : 72, 719. 12 133, 275. 00 
Insurance: 
Aetna Life Insurance Co 800 142, 400. 00 
Commonwealth Life Insurance Co_- 1, 000 133, 000. 00 
Continental Casualty Co 1, 600 155, 200. 00 
Crum & Forster, Ine 600 39, 000. 00 
General Reinsurance Corp i 1, 600 72, 000. 00 
Glens Falls Insurance Co 500 37, 500. 00 
Lincoln National Life Insurance Co 100 150, 000. 00 
Manufacturers Fire Insurance Co 300 49, 200. 00 
National Fire Insurance Co 300 30, 375. 00 
standard Accident Insurance Co 1, 000 73, 500. 00 
l'ravelers Insurance Co. of Hartford ___- 100 197, 500. 00 
Total $35, 831. 69 1, 079, 675. 00 
Manufacturing: 
American Air Filter Co 2, 000 45, 050. 00 58, 500. 00 
General Electric Co 2, 000 43, 908. 69 93, 500. 00 
Hagan Corp , 1, 500 34, 639. 39 $4, 875. 00 
United States Pipe & Foundry Co_. 1, 000 418, 565. 91 74, 000. 00 
Total 172. 163. 99 260, 875. 00 
Metals and mining: 
Newmont Mining Corp 2, 000 40, 200. 00 145, 500. 00 
Pittsburgh Consolidation Coal Co 800 44, 661. 83 60, 000. 00 
Pocahontas Fuel Co 2, 000 40, 063. 22 54, 000. 00 
Total 124, 925. 05 259, 500. 00 
Oil and gas producers: 
Amerada Petroleum Co 800 12, 908. 20 182, 000. 00 
Cities Service Co 500 53, 040. 32 61, 625. 00 
Colorado Interstate Gas Co 2. 280 60, 990. 00 116, 280. 00 
Dome Exploration (Western) Ltd 6, 414 36, 078. 75 
Houston Oil Co. of Texas 1, 200 132, 600. 00 
j Hugoton Production Co 1, 200 59, 700. 00 
& Interprovineial Pipe Line Co . 7 ae 2, 000 62, 000. 00 
‘ Mission Development Co______ : 2, 000 46, 000. 00 
i Royal Dutch Petroleum Co. of New York (50 guilder) | 666 48, 035. 25 
k Royal Dutch Petroleum Co. of New York (3344 florins) - 200 9, 500. 00 
2 Standard Oil Co. of New Jersey 3 16 | 1, 770. 00 
5 eae i 
& Total 


755, 589. 00 





: 
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Investments—Dec. 31, 1954—Continued 


COMMON STOCKS—Continued 





| Number Cost Mark 
of shares , value 
Public utilities 
American Telephone & Telegraph Co $500 $83, 262. 50 
Duquesne L i ht Co 1, 050 619. 2 
General Public Utilities Corp 8, 413 30, 203. 79 
Gulf I tate Gas Co 5, 000 31, 181, 25 
Iowa Illinois Gas & Electric Co 1, 500 3, 804. 77 
Iowa Power & Light Co 1, 250 2 556, 20 
Louisville Gas & Electric Co 2, 000 61, 381. 87 
Middle South Utilities, Inc +, O50 11, 870. 94 
rth American Co s, OOO 10, O77. 21 
Oklahoma Gas & Elect Cer 1, 450 &, 642. 63 
ndle Eastern Pipe Line C« 500 18, 496. 46 
lect Cc of Missouri 600 2, 286. 85 
71,4 7Y 773, 678 
Pulp, paper and lumber: Riegel Paper Corp 300 10, 900. 00 12, OOO. OX 
Rails 
Che Denver & Rio Grande Western Railroad Co 350 18, 612. 53 19, 900. 00 
Kansas City Southern Railway Co 1, 000 18, 617. 38 5 000.0 
Northern Pacific Railway C 700 97, 506. 50 50, 225 
lexas & Pacific Railway Co 500 66, 391. 15 81. 000. 00 
Total duit 131, 127. 5€ 246, 12 
Stee ind allied industries 
Armeo Steel Cory 1, 000 53, 828. 44 72. OOO. (K 
Bethlehem Steel Corp 500 25, 925. 73 4 9 
Harbison-Walker Refractories Co 1. 500 46, 191. 20 1. OOO. Of 
United States Stee] Ce 800 31, 463. 44 s OM) 
otal 157, 408. 51 245, 462 
Textile Algemene Kunstzijde Unid N. V. (United Rayon Manu 
facturing _ 1, 000 23, 781. 50 42, 250, 
['ransportation other than rails 
Hertz Corp 1, 000 35, 073. 77 $5, 250. 00 
rans World Airline 2, 000 44. 706. 48 59, 500. (x 
Total 79, 870. 20 4, 750. 
Total common stock 2, 333, 429. 76 , 490, 319. 38 
MISCELLANEOUS INVESTMENTS 
A pprox 
Value mate cas! 
value 
een | 
Life insurances | } 
Paid-up policy on life of W. K. Stewart, $13,829 | $13, 500 | $11, 899. 7 
Policy on life of Walter E. Dugan, $100,000 0 64, 604. 00 
Potal 13, 500 76, 503. 71 
Mortgage loan: The Kentucky Trust Co., trustee for Arthur E. Mueller, 11, 900 11, 900. 00 
deceased qemmmmmenchastiindeinhctnasinasl cates sion 
otal__.. 25, 400 88, 403. 71 


Mr. Orrurr. First Kentucky Co., ine orporated January 14, 1926, 
has been operated consistently through this entire period as a company 
invested its assets in a diversified list of marke table securities or using 
its assets for the benefit of it bank affiliates. None of its activities have 
been affected by the banking acts of 1933 or 1935. It does not under- 
write or distribute secur ities as a broker or dealer. A consolidated 
operating statement of the First Kentucky Co. for the period since its 
incorporation through December 31, 1954, is attached as exhibit C. 

(The document is as follows :) 
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First KeNtucKy Co., Loursviiie, Ky. 
Consolidated operating statement—January 14, 1926, through December 31, 195 4 


\mount paid in for capital and surplus 
Income: 
Interest, dividends, other income______ _.. $4, 959, 374 
Net investment gains 


ee a $5, 545, 000. 00 


Total Jere oe, pAb da dhi is: Sy GTa: BS 16 
‘isbursements : 
Expense____-- $300, 654. 49 
Salaries— eae = 665, 992. 16 
Pension trust _- e 15, 953. 92 
Donations__.__-_- ; 23, 684. 70 
Miscellaneous 6, 696. 55 
TOC iis Le ecliudiss nin ibdntetae. Ui MEE CL ee 
Taxon. 5 ; Saciiasiia 2,121, 791.82 3,134, 773.64 5,940, 061. 52 


Total DESe _________. 11, 485, 061. 52 


Common dividends paid and dis- 


tributed to participants in trust... 4, 713, 564. 98 
First preferred dividends___- sie 15, 918. 00 


Second preferred dividends moe 888. 30 
4, 730, 371. 23 
Common dividends paid to trust and 
then to the following: 
First Nat. Bank of Louisville___ 200, 000. 00 
Do- aos alii aeneeiinad 500, 000, 00 
First-Owensboro sank & 
Tree Vee... es 100, 000. 00 
Do_- bc 2 hebodka sins 50, 000. 00 
——$—_———— 850, 000,00 
Shares of affiliates purchased and 
passed on to trust as dividends in 
kind: 
5,000 shares First Nat. Bank of 


Fo) 500, 000. 00 

39 shares The Kentucky 
Trust Co., preferred___. 3, 490. 25 

“) shares_ First Kentucky 
Fire Insurance Co_____ 100, 000. 00 

52 shares First Kentucky 

Fire Insurace Co. 
preferred _- 5, 200. 00 

3 shares Kentucky Title Co. 
preferred____- soak 300. 00 

16 shares Boyle Bank & 
Trust Co Sato 4, 650. 00 

41 shares First - Owensboro 
Bank & Trust Co______ 9, 402. 96 

765 shares Madison-Southern 
Nat. Bank & Trust Co__ 153, 200. 00 

2.385 shares trustees’ certifi- 
dig ella b 498, 645. 55 

1.000 shares First Nat. Bank of 
Buechel ale 161, 007. 88 

852 shares First Nat. Bank of 

vam 


St... Matthews......0. 25, 366.00 1,456, 262.64 7, 036, 633. 87 


Capital and surplus, Decem 
ber 31, 1954 i aici eile 

Market value of investments, De- 
Comber GR eG a i TBs uiereinkdastthinhichistiss | a Ga ae 


moealaienincl ao mseenmermnes; Gy Mee, Gants Go 
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Mr. Orrvurr. In this period there was paid into the capital and 
surplus of First Kentucky Co. $5,545,000 (this includes $1,080,000 
paid into First Kentucky Co. by merger with its predecessor, the 
Louisville Securities Co., which was established in 1921 with a capital 
of $6,000). In the period 1926-54, inclusive, earnings total $9,074,835. 
Expenses before taxes and dividends were $1,012,982, including sal- 
aries of $665,992. Dividends in cash and kind total $7,036,634. Of 
this amount cash dividends paid to the trust and distributed to holders 
of trustees certificates total $4,730,371. 


HOW FIRST KENTUCKY COMPANY HAS AIDED THE GROWTH OF 
AFFILIATED BANKS 


In addition to the dividends in the amount of $4,456,798 referred to 
above, cash dividends of $200,000 and $500,000 were declared in 1931 
and 1933 by First Kentucky Co. to the trust which, in turn, paid this 
money into the surplus of the First National Bank of Louisville. 
This action was taken to support the growing business of this com- 
mercial bank. This payment was made at a time when certificates 
evidencing participation in the trust were selling for 50 percent of 
book value and when bank stocks in general were selling at a discount 
from book value of 50 percent and more. This payment was greater 
than all the capital, surplus and undivided profits previously sub- 
scribed by stockholders of the bank. 

The First Kentucky Co. also invested $500,000 in 1931 in additional 
shares of the First National Bank of Louisville to increase the bank’s 
capital by 50 percent, in support of its growing business, and conveyed 
the shares of First National Bank so purchased as a dividend in kind 
to the trust. Similar actions were taken with respect to other affili- 
ates of First Kentucky Co., in the total amount of $956,264. The sum 
of cash dividends and dividends in kind paid to the trustees and not 
distributed to holders of trustees certificates is $2,306,264. 

In 1952, 1953, and 1954 First Kentucky Co. paid cash dividends in 
an increased amount in order to permit the First National Bank of 
Louisville and the Kentucky Trust Co. to accumulate their entire earn- 
ings and thus increase their capital funds to support their growing 
business, and yet permit shareholders of First National Bank trustees 
certificates to receive regular distributions of dividends. Capital 
funds of the First National Bank of Louisville and the Kentucky 
Trust Co, have consistently been large in relation to deposits and risk 
assets when compared to other banks, and it is the aim of management 
to keep them that way as the vigorous growth of these two banks 
continues. 

At December 31, 1954, after having paid to the trust dividends total- 
ing $7,036,634, First Kentucky Co. as above mentioned had capital, 
surplus, investment, and dividend reserves of $4,448,428; the net asset 
value at market was $7,741,039. 


HOW FIRST KENTUCKY CO, SUPPORTED AFFILIATED BANKS DURING THE 
DEPRESSION 


The importance to banks of having a reservoir of available liquid 
‘apital in troubled times is readily apparent to all. During the great 
depression of 1931-34, when so many banks had difficulties, the First 
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Kentucky Co. proved its value to its affiliated banks and to the com- 
munity when its directors adopted a resolution pledging its resources 
to guarantee the value of the assets of the First National Bank of 
Louisville and the Kentucky Title Trust Co. This resolution, adopted 
voluntarily by the directors of First Kentucky Co. on March 9, 1932, 
is attached as exhibit D. 

(The document is as follows :) 


ExHIsit D 


Whereas the trustees under the trust agreement with reference to stock in the 
First National Bank of Louisville, Ky., and other corporations, dated July 1, 
1925, own the entire beneficial interest in all except qualifying directors’ shares 
of the stock of the First Kentucky Co., the First National Bank of Louisville, 
Ky., the Kentucky Title Trust Co.; and 

Whereas it is to the interest of all concerned that the value of the bonds and 
securities now or hereafter carried in the investment accounts of said First 
National Bank of Louisville and said Kentucky Title Trust Co. be stabilized 
without regard to the market fluctuations of said bonds and securities: Now, 
therefore, in consideration of the premises, be it 

Resolved as follows: 

The First Kentucky Co. does hereby guarantee to all persons, firms, or corpo 
rations, who are or might be affected thereby that the value of the bonds and 
securities now or hereafter carried on the books of the said First National Bank 
of Louisville and with said Kentucky Title Trust Co. is the true value thereof, 
and that no person, firm, or corporation will suffer any loss by reason of the 
imarket value of said bonds and securities being at any time different from the 
book value thereof, as shown on the books of the said First National Bank of 
Louisville and with said Kentucky Title Trust Co. Nothing herein is intended 
ta or Shall in anywise interfere with the power of the officers and directors of 
said First National Bank of Louisville and said Kentucky Title Trust Co. and 
said First Kentucky Co. to hold, sell, exchange, or otherwise deal in or with said 
or any securities. 


CONTRIBUTION OF FIRST KENTUCKY CO. TO DEVELOPMENT OF INVESTMENT 
DEPARTMENT 


Mr. Orrutr. The Kentucky Trust Co., a corporation founded in 
1900 as the Kentucky Title Savings Bank & Trust Co., was for many 
years operated as a savings bank and, in addition to the business of 
receiving time deposits, loaned money secured by first mortgages on 
real estate. In 1926 this company seriously undertook the acquisition 
of trust business. Book value of trust assets at the end of 1926 was 
$1,302,000; at the end of 5 years, 1930, $6,144,000; end of 1935, $15,- 
714,000 ; end of 1940, $33,262,000 : end of 1945, $47,792,000; end of 
1950, $75,238,000; end of 1954, $95,291,265. The growth of this de- 
partment has been nurtured and supported in large part by invest- 
ment personnel trained and, through the early days of the develop- 
ment of this department, paid by First Kentucky Co. Similarly, this 
competent investment personnel has contributed to the excellent in- 
vestment record of the First National Bank. 


THE JUSTIFICATION FOR OWNERSHIP BY A BANK HOLDING COMPANY OF 
DIVERSIFIED INVESTMENTS OUTSIDE THE BANKING FIELD HAS BEEN 
RECOGNIZED 


We feel very sure that it is not in the public interest. to require 
severance from bank holding companies of all nonbanking affiliates 
where their activity is limited to owning a diversified list of market- 
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able securities or holding stock in a corporation which a member bank 
may own. The Feder al Reserve Board has recognized the justifica- 
tion for ownership by a bank holding company of diversified invest- 
ments outside the field of banking, and we submit that the principle 
applies equally to ownership of such securities by a holding-company 
affiliate. 

The Federal Reserve Board comment on this matter, included in 
their memorandum submitted to Senator Robertson in April 1950, in 
connection with S. 3547, which was offered as a substitute for S. 2318, 
is as follows: 

Comment: The substitute bill contains an exception to this provision which 
would permit the ownership of 5 percent or less of the securities of any one 
company. Such an exception, the Board believes, is a justifiable one because it 
permits a bank holding company to continue to have diversified investments 
where the amount of each such investment is so small that it does not contra 
vene the basic objective of the bill. In this connection, it should be noted that 
under provisions of existing law which would still be applicable to any holding 
company which held a voting permit, a holding company is required to build 
up certain reserves of readily marketable assets; these assets now may consis! 
of readily marketable stocks, as well as bonds, and there appears to be no good 
reason Why this should not continue to be permitted. 

I would like to add, sir, that we had not seen S. 2350 prior to coming 
to these hearings and the drafting of this statement. S. 2350 does con- 
tain the first paragraph of section 6 (c) (6) of H. R, 6227. And we 
are very anxious that the principle recognized in that paragraph be 
not only applied at the holding company level, but to an affiliate. We 

tre in one of these situations where our holding company so defined 
happe ns to be a trust, not a corpor ation. 

Senator Frear. Well, I am sure the subcommittee and the mem- 
bers of the committee will give consideration to your thoughts and 
views on incorporating the affiliate. That is on S. 2350. 

Mr. Orrurr. Yes, sir. Thank you very much, Mr. Chairman. 

Wr. Watiacr. You would advocate language as passed by the 
House on Section 6 (c) 6 in H. R. 6227 ? 

Mr. Orrutr. Yes, which is simply an enlargement of the principle 
contained in S, 2350. 

Senator Frear. Thank you very much, sir. 

Mr. Orrvtr. Thank you very much. 

Senator Frear. As I have said to the other witnesses, if after re- 
viewing S. 2350 you desire to submit an additional statement, the 
committee will be glad to receive it and make it part of the record. 

Mr. Orrurr. We would like that privilege and will submit an ad- 
ditional statement. 

Senator Frear. All right. Thank you. 

(The following was later received for the record :) 


SUPPLEMENTAL STATEMENT OF HENRY Y. Orrut, SECRETARY, First NATIONAL BANK 
TRUSTEES, LOUISVILLE, Ky. 
Gentlemen, I appreciate the opportunity to make the following comment with 
respect to S. 2350. 
Section 4 (c) (4) provided that— 
“(e) The prohibitions of this section shall not apply— 

“(4) to the ownership by a bank holding company of shares of any com- 
pany which do not includé more than 5 per centum of the outstanding voting 
shares of such company and do not have a value greater than 5 per centum 
of the value of the total assets of such bank holding company.” 

We request that section 4 (c) (4) be amended to conform with section 6 (c) 
(6) of H. R. 6227 which is the provision included in S. 1118, 838d Congress, Ist 


soe OTE 
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session as section 6 (b) (6) and in H. R. 6504, 82d Congress, 2d session as section 

6 (b) (5) so that section 4 (c) (4) S. 2350 as amended will read: 
(¢) The prohibitions in this section shall not apply 

“(6) to the ownership by a bank holding company of shares, securities, 

or obligations of any company which do not include more than 5 per centum 
of the outstanding voting securities of such company, and do not have a 
value greater than 5 per centum of the value of the total assets of the bank 
holding company ; or to the ownership by a bank holding company of shares, 
securities, or obligations of an investment company which is not a bank hold- 
ing company and which is not engaged in any business other than investing 
in securities, which securities do not include more than 5 per centum of the 
outstanding voting securities of any company and do not include any single 
asset having a value greater than 5 per centum of the value of the total assets 
of the bank holding company.” 

I also want to call your attention to the provisions of the bills amending the 
Internal Revenue Code; section 11 (f) of H. R. 6227 and section 7 of S. 2350 
In brief, these sections provide that a qualified bank holding corporation may 
distribute either the stock it owns in nonbanking companies or the stock it owns 
in banks to its own stockholders without making the stockholder liable to a 
tax on the value of the shares distributed to him. The obvious purpose of these 
sections is to relieve a taxpayer of a tax which might otherwise be due upon the 
receipt of stock distributed to him by a bank holding company, which stock the 
bank holding company can no longer legally own if either of these bills becomes 
law. 

The point of particular concern to us is that these sections seem to afford spe- 
cial tax treatment only in those cases where the bank holding company is a 
corporation. However, the other parts of the bills apply to bank holding com- 
panies which, by definition, may be a corporation, or a business trust, or an asso- 
ciation, or similar organization under 8S. 2350; or a bank, a corporation, a part- 
nership, a joint-stock company, a business trust, a voting trust, an association, 
or any similar organized group of persons whether incorporated, or not, under 
H. R. 6227. 

The First National Bank Trustees of Louisville, Ky., is a business trust. In 
addition to banks, the trustees own the First Kentucky Co. and the First Ken 
tucky Fire Insurance Co. Under the provisions of section 6 (c) (6) of H. R 
6227, which we hope will be incorporated in 8S. 2350, the trustees could continue 
to own the First Kentucky Co. However, the provisions of either bill would 
require the trustees to divest themselves of the First Kentucky Fire Insurance 
Co. There seems to be no valid reason why there then can be a “tax-free dis- 
tribution” with respect to those bank holding companies which are corporations 
but not by associations or business trusts taxable as corporations. We believe 
the definition of qualified bank holding corporation should be amended to read 
somewhat as follows: 

“(1) IN GenerRAL.—Except as provided in paragraph (2), for the purposes 
of this part the term ‘qualified bank holding corporation’ means any corporation 
or any association taxable as a corporation which is a bank holding company and 
which holds prohibited property acquired by it * * *” 

If the foregoing amendment is adopted another subsection should be added 
in the appropriate place defining the terms “stock” and “shareholder” somewhat 
as follows: 

“For the purposes of this part the terms ‘stock’ and ‘shareholders’ mean, with 
respect to ‘stock’, corporate shares, trustee certificates, or other evidences of 
ownership in a qualified bank holding corporation, and, with respect to ‘share- 
holders’, the owners of such evidences of ownership in a qualified bank holding 
corporation.” 


(The following was later received for the record :) 


First NATIONAL BANK, 
Louisville 1, Ky., July 13, 1955. 
Hon, A. WILLis RosertTson, 


Senator from Virginia, 
Senate Office Building, Washington, D. C. 
DeaR SENATOR RospertTson : You asked on July 12 in the hearings on the bank 
holding bills that management of the bank holding companies advise you of their 
position with respect to the bill introduced by you, S. 2350. 


65330—55. 15 
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We are pleased to respond to this request and to tell you that we will support 

this legislation provided your bill is amended as outlined below. These proposed 
amendments in no way change the intent of your bill as presently drafted. The 
amendments will recognize differences in holding-company structures and pre 
vent discrimination between holding companies. In 8. 2350, section 4 (¢) (4), 
you provide that a bank holding company may hold 5 percent of the outstanding 
shares of a company as an investment if the investment is not greater than 5 
percent of the total assets of the holding company. First National Bank 
Trustees, a holding company, is a business trust. This trust will terminate 
21 years after the death of the last trustor. It owns all the stock of an invest 
ment company and wants the right to retain all the stock of an affiliated invest 
ment company provided this affiliated company invests only in marketable securi- 
ties in an amount to include not more than 5 percent of the stock of any com- 
pany, and in an amount not more than 5 percent of the net worth of the assets in 
the trust. This is the intent of S. 2350, section 4 (c) (4). We would like the 
language of this section expanded by adding the following: 
“: or to the ownership by a bank holding company of shares, securities, or 
obligations of an investment company which is not a bank holding company and 
which is not engaged in any business other than investing in securities, which 
securities do not include more than 5 per centum of the outstanding voting 
securities of any company and do not include any single asset having a value 
greater than 5 per centum of the value of the total assets of the bank holding 
company.” 

This provision is not new. A similar provision was included in §S. 1118, 83d 
Congress, Ist session, as section 6 (b) (6). It is the same section included in 
Hl. R. 6504 as section 6 (b) (5), 82d Congress, 2d session, and is the same as 
section 6 (c) (6) of H. R. 6227 as passed by the House of Representatives. 

No provision is made in 8. 2350 for tax-free liquidation of this affiliated in- 
vestment company and retention of its assets by the holding company. As 2 
matter of fact no provision is made in S. 2350 for the tax-free distribution to 
holding company shareholders of the stock of nonbanking affiliates unless the 
holding company is a company. These tax-free provisions would not cover a busi- 
ness trust although the definition of a holding company classes a business trust 
as a holding company. Furthermore, the terms of our trust prevent investment 
at the holding company level. If you will read our statement to your committee 
I think you will agree, as you have in the past, that the affiliated investment 
company, First Kentucky Co., has been a source of capital funds for its affiliated 
banks and has been operated throughout its entire history to support its affiliated 
banks. 

I take this opportunity to call your attention to the testimony before your 
committee on this matter by attaching a copy of this testimony and to thank 
you for this opportunity to restate our position and to assure you of our support 
of the principles contained in your bill, 8. 2350. 

Yours very truly, 
First NATIONAL BANK TRUSTEES, 
By Henry Orrurt, Secretary. 


Senator Frear. Mr. Fred Oliver, National Association of Mutual 
Savings Banks. Mr. Oliver, it is nice to have you back again. 


STATEMENT OF FRED OLIVER, NATIONAL ASSOCIATION OF 
MUTUAL SAVINGS BANKS 


Mr. Ontver. Thank you. Senator Frear, my name is Oliver and I 
am appearing here on behalf of the mutual savings banks of the coun- 
try. We have prepared a statement which I will not read to save the 
time of the committee, but I would appreciate it if it may be in- 
serted in the record as if I had read it. 

Senator Frear. Mr. Oliver, we will make your entire statement a 
part of the record at the conclusion of your testimony. 

Mr. Ontver. I should like to make only 2 or 3 supplemental com- 
ments, 3 or 4 minutes, ae 

Senator Frear. We would be delighted to hear them. 
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Mr. Ourver. Ordinarily, mutual savings banks would have no con- 
cern with the legislation of this character. Because of the whole 
character of their business and the strict regulation these institutions 
could not by any stretch of imagination be considered as being in the 
bank holding company business except by perhaps definition which 
we think may or may not be intentional insofar as these bills are 
concerned, 

In S. 880 and H. R. 6227, mutual savings banks are specifically ex- 
cluded from the definition of a bank holding company. In 8. 2350 
there may be some construction of this bill which would lead you to 
believe that it was not the intent to include it. 

We have suggested, so that if it is the wish of this committee to 
exclude mutual savings banks, which we think they should in all 
equity do, that an amendment be made on page 2 of S. 2350, line 12, 
after the word “going”, by inserting the words-— 
bank holding company shall not include any mutual savings bank which does 
not accept deposits subject to check and— 
add those words. 

By way of brief explanation, the savings banks in a great many 
States are permitted to invest in bank stock. That is true in the New 
England States. That is true in Delaware, for example. But in most 
of the States, practically all of the New England States, there are re- 
strictions as to the amount of stock which they can purchase. For in- 
stance, in Massachusetts I think they cannot purchase more than 10 
percent of the stock of any one bank. In Connecticut they cannot 
purchase, I think, more than 15 percent of the stock of any one bank. 
In some 2 or 3 States, however, those same restrictions do not apply 
in the State laws, notably in Rhode Island and in New Hampshire. 

There are only nine banks that would be affected by this bill. We 
don’t think it is important whether it is 1 or 100. We think it is the 
principle that is involved. Four of those are in Rhode Island and five 
in New Hampshire, which might be included unless you amend the 
term “bank holding company.” 

Our reasons can be stated very briefly. We have stated them more 
elaborately in this complete statement. We think it is fundamental 
that Congress does not legislate unless legislation is needed. They do 
not regulate merely for the sake of regulating, unless there is some 
evil to be corrected. Chairman Martin, in his testimony on the fifth, 
stated as the guiding principle that regulatory legislation should deal 
only with those problems which cannot be adequately dealt with by 
the States, and that the approach should be one of minimum control 
rather than to attempt to meet all conceivable situations which might 
arise in the future. We agree wih that and we think we fa!l within 
that guiding principle of this legislation. 

My understanding is that there are two principal things to be cor- 
rected. One is to prevent a large expansion of bank control through 
operation of the bank holding company device. Now, that is impos- 
sible in the mutual savings bank field under our State laws. Even in 
those 2 or 3 States which permit more than 25 percent ownership of 
bank stock, there is specific prohibition against our owning the control 
of 25 percent. of the stock of more than one bank. We are limited by 
State law. So there is no possibility under our present law of this 
mushrooming of bank holding company control, even in those 2 or 3 
States. In New York they are not permitted to own bank stock at 











2201) CONTROL OF BANK HOLDING COMPANIES 


present, although the legislature in the last 2 or 3 terms has taken up 
the question. I do not know what will eventually happen. 

My understanding is that the second principal reason for this pro- 
posed legislation is to control the activities of holding companies in 
connection with unrelated business enterprises, where such enterprises 
in the past have been used to the advantage of the holding company 
and pehhaps to the disadvantage of the b: ink. 

Under our State laws it is impossible for this to happen. We can- 
not engage in any other business except strictly mutual savings bank, 
and that means taking people’s money and investing it for them. 

So, as we see it, there is no possible reason for ‘subjecting mutual 
savings banks to this bank holding company bill. And I am certain 
that you gentlemen have no desire to impose regulation unless it is 
needed. 

All of the bills in the past, so far as I know, that have been intro- 
duced, have exempted mutual savings banks in specific language. 
There is nothing peculiar or unus sual in an exemption of that char- 
acter. All of our States have distinctions between the regulation of 
commercial banks and the regulation of mutual savings banks. The 
regulation of commercial banks in substantially all the States is ex- 
pressly inapplicable with regard to mutual savings banks and the 

same is true in the reverse. 

I think that is all I have to say at this time, Senator Frear. 

Senator Frear. Your testimony in your statement to be made a part 
of the record—does that include S. 2350 4 

Mr. Ouiver. Yes, sir; that does, sir. We have attached, as you will 
observe, excerpts from the State laws with reference to the power of 
savings banks which we thought might be interesting to you. 

Senator Frear. That is very intersting. Thank you very much 
for coming. We hope that you have enjoyed the previous testimony 
here. 

Mr. Oxtver. I have, sir. You have always been very gracious to 
me, sir. 

Senator Frear. I don’t suppose we could add a lot to your vocab- 
ulary in the mutual saving system, but we are very happy to have 
your views expressed, sir, Thank you very much. 

(The prepared statement of Mr. Oliver follows :) 


STATEMENT OF FRED OLIVER, NATIONAL ASSOCIATION OF MUTUAL SAvines BANKS 


This statement is submitted on behalf of the National Association of Mutual 

Savings Banks. 

Mutual savings banks are local community thrift institutions whose purpose 
is to accept the savings of people in the community, to invest those savings 
safely, and to return a conservative earning to the depositors. These mutual 
savings banks have no stockholders, their assets belong to the depositors, and 
they are operated by boards of trustees, usually without compensation. 

The mutual savings banks ordinarily would have had no concern with the 
legislation pending before this committee. Because of their local character 
and their strict regulation with respect to all phases of their business, including 
branches and investments, these institutions could not by any stretch of the 
imagination be considered as being in the bank holding company business. 

Two of the bank holding company bills on which the committee is now con- 
ducting hearings, S. 880 and H. R. 6227, exclude mutual savings banks from their 
detinitions of “bank holding company” by specific language. (S. 880, pp. 2 and 3 
beginning at line 25, p. 2; H. R. 6227, p. 3. beginning at line 4.) The two bills. 
S. 76 and S. 1118, on which hearings were held last year by the Senate Banking 
and Currency Committee also exempted mutual savings banks. In exempting 
mutual savings banks from the provisions of these bills, the sponsors of these 
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bills have given recognition to the fact that the abuses at which the bills 
are aimed have not been practiced by mutual savings banks and because of State 
laws cannot be practiced by them. 

Since the announcement of these hearings, Senator Robertson, of Virginia, has 
introduced a third bank holding company bill, 8S. 2350, which does not contain 
the exclusion of mutual savings banks from its definition of “bank holding com- 
pany.” We sincerely hope that Senator Robertson and his colleagues on this 
committee will amend 8. 2350, or any other bank holding company measure which 
the committee may act upon, to include an exemption of mutual savings banks 
similar to that contained in S. 880 and H. R. 6227. This could be accomplished 
by inserting in the 12th line on page 2 of 8S. 2350 immediately following the 
expression “notwithstanding the foregoing,’ the following language: “the term 
‘bank holding company’ shall not include any mutual savings bank which does 
not accept deposits subject to check and.” 

In testifying before the House Banking and Currency Committee on H. R. 
“674, which became H. R. 6227, both Chairman Martin of the Federal Reserve 
Board and Mr. Gidney, Comptroller of the Currency, recommended that the 
exclusion of mutual savings banks from the provisions of the bill be eliminated, 
and that these thrift institutions be included within the provisions of any bank- 
holding company legislation. This recommendation coming from these respon- 
sible officials is difficult to understand in the light of the practices which they 
hope will be eliminated or curbed by enactment of bank holding company legis- 
lation. In Chairman Martin’s statement before the House 
rency Committee on February 28, 1955, he said : 

“The essence of our position is that further regulation of bank holding com- 
panies should be kept to a minimum necessary to meet whatever problems may 
exist in this field which are not met by present law and cannot effectively be 
dealt with by the State alone.” 

In his testimony on June 10, 1953, with regard to two bank holding company 
bills then pending before the Senate Banking and Currency Committee, Chair- 
man Martin of the Federal Reserve Board said: 

“The fundamental concept with which we start is that Federal regulatory 
legislation in this field should deal only with those problems which cannot 
adequately be dealt with by the States and then only to the extent necessary to 
meet the actual needs of the specific situations which give rise to these problems. 
Our approach, therefore, is one of minimum control rather than an approach 
designed to meet all conceivable situations that could arise in the future.” 

We concur in the soundness of this fundamental concept as expressed by 
Chairman Martin, but we respectfully submit that to include mutual savings 
banks within the definition of ‘bank holding company” would be to extend Federal 
regulation into fields already adequately dealt with by State law and State regu- 
lation and in which there is no need for Federal interference. 

In his statement before the House Banking and Currency Committee on Feb- 
ruary 28, 1955, Chairman Martin said that there are two major problems in the 
bank holding company field which are not covered by present law. He defined 
these problems by saying: 

“In the first place, there is nothing in present law which restricts the ability 
of a bank holding company to add to the number of its controlled banks. Conse- 
quently, there can well be situations in which a large part of the commercial 
banking facilities in a large area of the country may be concentrated under the 
managements and control of a single corporation. 

“In the second place, there is nothing in existing law which prevents the combi- 
nation under the same control, through the holding company device, of both 
banking and nonbanking enterprises.” 

He defined these same unsolved problems in his testimony before the Senate 
Banking and Currency Committee on June 10, 1953, as follows: 

“One is the unrestricted ability of a bank holding company to expand its 
banking operations through the acquisition of additional banking offices, thus 
making it possible for the commercial banking resources in a particular geo- 
graphical area to be concentrated under the control of a single corporation. The 
other major problem is that which arises from the fact that a bank holding 
company may control not only banks but also various other types of enter- 
prises wholly unrelated to the business of banking.” 

The first abuse which Chairman Martin believes should be guarded against by 
bank holding company legislation is the unrestricted ability for a bank holding 
company to expand its banking operations through acquisition of additional 
banking offices. In the first place, let it be said that mutual savings banks are 
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not permitted to do and do not do a commercial bank business. They are closely 
supervised under carefully drawn State laws. These State laws are not entirely 
uniform with respect to expansion, but generally speaking they have only a 
limited right to open or operate one or two branches in the particular county 
in which they operate. In the New England States, in which we are principally 
concerned, investments of mutual savings banks must conform to what is com- 
monly referred to as the legal list of securities eligible for investments. 

In Rhode Island, Vermont, Connecticut, New Hampshire, Masachusetts, and 
Maine mutual savings banks are permitted under certain restrictions to invest 
in the stock of commercial banks. (See excerpts from statutes attached.) Some 
of these States limit the investment in bank stock to less than 15 percent of the 
capital of a commercial bank. For instance, in Connecticut and Maine a mutual 
savings bank may not own more than 10 percent of the total voting capital 
stock of any one commercial bank. In Masachusetts a savings bank may not 
hold in excess of 15 percent of the outstanding stock of any one commercial 
bank. Others permit an investment of more than 15 percent. Those States 
which permit an investment of 15 percent or greater in any one bank are Ver- 
mont, Rhode Island, and New Hampshire. Some of these States permit the 
savings banks to share quarters with a commercial bank, while others do not. 
In all of these States there are restrictions on this investment authorization 
to prevent abuses. 

As far as we can determine, the mutual savings banks, none of them large 
institutions, might come within the provisions of any bank holding company bill 
that might be brought out by this committee. Four of these mutual savings 
banks are in the State of Rhode Island and five of them are in the State of New 
Hampshire. A fuller discussion with respect to these nine savings banks follows. 

In the State of Rhode Island each of three mutual savings banks owns a 
controlling interest in a separate trust company, and a fourth mutual savings 
bank controls a national bank. In each case, the savings bank and the trust 
company or national bank share the same building but their assets are completely 
segregated and their functions are distinct and separate. For instance, the trust 
companies and the national bank involved do not accept savings deposits and 
the savings banks involved do not accept commercial accounts and do not do a 
trust business. Their business supplements each other and, by the use of common 
quarters, they afford great convenience to persons having business with both 
institutions. 

Savings bank A in the city of Providence owns 100 percent of the stock 
of a bank empowered to do a safe deposit and trust business but as a matter of 
fact does only a safe deposit business. Savings bank B in the city of Provi- 
dence owns 83 percent of a trust company which does a general commercial 
hank business except that it does not accept savings accounts or make mortgage 
loans. Savings bank C in another Rhode Island city has the entire ownership 
of a safe deposit and trust company which does only a trust business. Savings 
bank D in still another Rhode Island city owns 28% percent of a national bank 
which, with shares owned by some savings bank trustees, would total about 40 
percent. This national bank takes no savings accounts and makes no mortgage 
loans. 

The laws of Rhode Island prohibit a mutual savings bank from owning 
more than 25 percent of the stock of more than one corporation. In other words, 
the State law permits a Rhode Island mutual savings bank to own more than 
25 percent of the stock of 1 and only 1 corporation. These 4 Rhode Island savings 
hanks that have purchased controlling.interests in 1 trust company or 1 national 
bank each have exhausted any possibility of further expansion on their part 
of bank control, or of the control of any other corporation for that matter. 

Tt should be noted that, in each instance where a mutual savings bank in 
Rhode Island owns a controlling interest in another banking institution, the 
commercial institution is not only located in the same city but is located in the 
same building and is not in competition with the savings bank which controls 
it. In short, the arrangements with regard to these savings banks and other 
banking institutions is a strictly local situation controlled by State law and 
State regulatory authority and containing none of the abuses which are intended 
to be corrected by the proponents of bank holding company legislation. Although 
repetitious, Chairman Martin’s statement which already has been quoted, 
should be repeated here for its pertinency : 

“The Federal regulatory legislation in this field should deal only with those 
problems which cannot adequately be dealt with by the States and then only to 
the extent necessary to meet the actual needs of the specific situations which give 
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rise to these problems. Our approach, therefore, is one of minimum control 
rather than an approach designed to meet all conceivable situations that could 
arise in the future.” 

It may be readily seen that under the State law in Rhode Island it is impossible 
for a mutual savings bank to stifle competition, to mushroom its control of 
other banks, or to commit otherwise any of the large-scale abuses which the 
proponents of bank holding company legislation would curb and regulate. Yet, 
unless the specific exemption of mutual savings banks (now contained in both 
H. R. 6227 and S. 880) is retained in whatever bill this committee may approve, 
there is the real danger that a distorted and, we feel, wholly unintended result will 
be to bring these four Rhode Island mutual savings bank needlessly within the 
burdensome field of Federal regulation of bank holding companies, in spite of 
the fact that there is no danger from their activities. 

In New Hampshire, there are 5 small mutual savings banks that through stock 
ownership may be considered as controlling 1 commercial bank each. This con- 
trol results from ownership ranking from 25 percent of the stock of the com- 
mercial bank to 45 percent of the stock in the case of the savings bank with 
the highest percentage stock ownership. In 4 out of the 5 cases in New Hamp- 
shire, the mutual savings bank shares quarters with its commercial affiliate. In 
the fifth case, the savings bank and its commercial affiliate are a few doors 
apart. They engage in separate business in that the savings bank takes savings 
deposits but does not conduct a commercial bank business while the commercial 
affiliate engages generally in commercial banking operations but does not accept 
savings accounts. The managements are separate and independent. Here again, 
as in Rhode Island, the services of these two types of banks supplement each 
other and their use of the same building or the proximity of their offices is a 
great convenience to the public and is of profitable advantage to both institu- 
tions. 

Under New Hampshire law, no New Hampshire mutual savings bank can hold 
more than 25 percent of the capital stock of any 1 bank. In the cases in New 
Hampshire where ownership is in excess of this 25 percent limitation, it occurred 
prior to the enactment of the present law and the holding was not disturbed by 
the present law. Here again we see that both from an acutal and a legal stand- 
point, the situation of a few New Hampshire savings banks having in each instance 
one commercial affiliate situated in the same building or in the same block presents 
no problems and permits no abuses which should bring these savings banks within 
the purview of legislation aimed at a national large-scale situation. State law 
and actual practice have kept this relationship between the New Hampshire 
mutual savings banks and their commercial affiliates within the bounds of 
reasonable accommodation to the public in accordance with the policy of the 
State of New Hampshire. 

Chairman Martin in his statements of February 28, 1955, and June 10, 1953, 
was concerned by the fact that a bank holding company may control not only 
banks but also various other types of enterprises wholly unrelated to the busi- 
ness of banking. With one exception, which I shall refer to later, savings banks 
are required by law and regulation to engage in no business other than the tradi- 
tional business of thrift institutions, that is, the acceptance of savings deposits, 
the safe investment of them, and a return of earnings to the depositors. There is 
one type of business, however, which has been intimately related with mutual 
savings banking for many years but which might be considered by interpretation 
to be “unrelated” to the business of mutual savings banking, and, hence, might 
invite the interference of the Federal Government under any bank holding com- 
pany bill. Many years ago in Massachusetts, that State provided that mutual 
savings banks should offer as issuing companies low-cost life insurance in limited 
amounts. This idea was first put forth and was vigorously sponsored by the late 
Justice Brandeis in the belief that because of the people’s familiarity with mutual 
savings banks they should be permitted to avail themselves of this low-cost life 
insurance through these bank offices and only over the counter. This business of 
selling low-cost life insurance in limited amounts has spread to other States 
so that it is now authorized in other New England States as well as in the State 
of New York. Certainly this traditional local business of mutual savings banks 
banks should not be imperiled by any bank holding company bill aimed principally 
at the pyramiding of economic controls. ; 

Conclusion: In passing H. R. 6227, the House of Representatives has recog- 
nized that the evils intended to be cured by bank holding company legislation 
are not practiced by mutual savings banks and, because of their strict regulation 
by State authorities, cannot be practiced by them. 
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In exempting the mutual savings banks from the provisions of bank holding 
company legislation, the Congress will not be discriminating in favor of the 
mutual savings banks. Their very limited activities in the field of bank contro] 
and in the sale of savings bank life insurance are so far outside the purposes of 
the proponents of this legislation and are so adequately regulated and prescribed 
by State law and State regulation that it would be an injustice and an unneces- 
sary hardship to subject the mutual savings banks to Federal control. 

It is apparent from the statements of Chairman Martin and Comptroller 
Gidney that they do not conceive that the purpose of a bank holding company 
hill is to extend Federal interference into affairs of local thrift institutions 
such as mutual savings banks. But their suggestion that the bills before this 
committee be amended by striking out the exemption of mutual savings banks 
might very likely have that result in some cases. 

It is respectfully urged that the exemption of mutual savings banks be incor- 
porated in the provisions of whichever bill this committee may approve. SS. S880 
and H. R. 6227 already include such exemption, and 8S. 2350 could be easily 
amended to include it. As an alternate, it is recommended that a company 
must control the voting shares of each of two or more banks before it qualifies 
as a bank holding company, as is provided in S. 880 and H. R. 6227. 

There is attached hereto for the convenience of the committee members a 
synopsis of the laws of various States governing the investment of mutual 
savings banks in bank stocks. There is also attached a summary by States 
of the total investments of mutual savings banks in bank stocks. 


POWERS OF SAVINGS BANKS TO INVEST IN BANK STOCKS 


Connecticut 


A savings bank may invest up to 50 percent of its surplus and profit and 
loss in the capital stock of any bank of deposit and discount located in Con- 
necticut, New York City, Philadelphia, or Boston if the bank has paid cash 
dividends of 4 percent in each of its last 5 fiscal years; but out-of-State banks 
must have a combined capital surplus and undivided profits of at least $10 
million in order for their stocks to be eligible. 

A savings bank may not invest more than 5 percent of its surplus and profit 
and loss in the stock of any one bank nor may it hold, either as investment or 
as security for loans or both, more than 10 percent of the voting stock of any 
bank. In computing these limitations, bank stock held as investment is figured 
at the value at which it is held less any specific reserve applicable thereto; 
bank stock held as security for loans is figured at the amount of the loan. 
Effective October 1, 1953, minimum capital, surplus, and undivided profits of 
out-of-State banks must be $20 million for their shares to be eligible, but they 
may be located in any city where the head office of a Federal Reserve bank is 
located. In addition, investment may be made in the shares of any bank of 
deposit and discount in the continental United States that has a combined 
capital, surplus, and undivided profits of at least $100 million and that has met 
the 4 percent dividend requirement for the past 5 years (G. S. 1949, sec. 5815 (8) ). 


~ = 


Delaware 

Delaware savings banks are not limited to investment in a legal list of 
securities designated by statute. No Delaware bank may invest more than 
25 percent of its total capital, surplus, and undivided profits in the stocks, 
bonds, or other obligations of any one corporation (Laws relating to Financial 
Institutions, sec. 44). 


Maine 


Maine savings banks may invest in the stock of banks located in Maine and 
incorporated under Maine or Federal law. They may also invest in the stock 
of any bank in other New England States or in New York State, incorporated 
under the laws of any of those States or of the United States and located in a 
city of 250,000 population or greater; but an out-of-State bank, for its stock to 
be eligible, must be a member of the Federal Reserve Bank System and must have 
capital and undivided profits of at least $10 million. 

A savings bank’s holding of bank stock, as investment or as security for loans, 
may not exceed 744 percent of its deposits; nor may it acquire stock in any one 
bank having a book value of more than 1 percent of its deposits; nor may it 
acquire more than 10 percent of the capital of any one bank (Ch. 55 R. &., sec. 
38 (XIX) ). 


ca aE 


i aR cs cin. lil SN x Sn NO PAE ER a aA NS TENG 6 ET DRE LS ALI ZOE 


Eng 


ase, 


are 


a ee ae oe ee ne ee ere aes 


Ber eke 





CONTROL OF BANK HOLDING COMPANIES 295 


Maryland 

In Maryland savings banks are not limited by law to invest in securities or 
other investment media prescribed by statutory legal list. Savings bank de- 
posits may be invested or loaned out on good security in the discretion of the 
directors (Banking Law, sec. 42). 

Vassachusetts 

A Massachusetts savings bank may invest in the common stock of a trust 
company incorporated in Massachusetts and doing business in Massachusetts, 
or in the common stock of a national bank doing business in Massachusetts, 
provided : 

1. There is no preferred stock outstanding. 

» Cash dividends of 4 percent have been paid on the stock in each of the 
5 years immediately preceding the date of investment, without having reduced 
the aggregate par value of the stock within such 5-year period. 

3. Surplus of the commercial bank is equal to at least 50 percent of its 
capital stock. 

A Massachusetts savings bank may also invest in the common stock of a 
national bank or trust company doing business anywhere in the United States, 
provided : 

1. The bank is a member of the Federal Reserve System. 

2. The bank has capital, surplus, and undivided profits at least equal to (1) 
$40 million, and (2) 6 percent of its deposit liability at the end of the calendar 
vear preceding investment. 

3. The bank has no preferred stock outstanding. 

4. The bank, in each of the 10 years preceding investment, has paid cash 
dividends of 4 percent on the common stock without having reduced the aggregate 
par value thereof during such 10-year period. 

The savings bank may not invest in bank stocks more than two-thirds of its 
combined guaranty fund and profit and loss account. It may not invest more 
than one-fifteenth of its combined guaranty fund and profit and loss account 
in the stock of any one bank. Its investment in the stock of any one bank, 
together with stock of the bank held as collateral for loans, may not exceed 
15 percent of the outstanding stock of such bank (Ch. 168, G. L. Mass., sec. 54 
(seventh) ). 

New Hampshire 

Stock of banks and trust companies, or the special deposits of guaranty savings 
banks, incorporated in and doing business in New Hampshire, or the capital 
stock of national banks located in New Hampshire, is eligible; but no mutuals 
savings bank may hold for investment or as collateral security, more than 25 
percent of the capital stock of any one bank. 

Stock of a national bank or trust company located elsewhere in the United 
States is also eligible, provided that the bank is a member of the Federal Reserve 
System; is located in a city with a population of 500,000 or more; has capital 
stock, surplus and undivided profits of at least $10 million; has surplus and 
undivided profits equal to at least 100 percent of capital stock; and has earned 
and paid cash dividends in each of the last five of its fiscal years. 

Ohio 

Mutual savings banks in Ohio may invest in the stocks of banking corporations 
organized or doing business under the laws of Ohio, of any other State, or of 
the United States, “under such further definition and restrictions as may from 
time to time be prescribed by the superintendent of banks” (General Code of 
Ohio, sec. 710-140). 

Pennsylvania 

A Pennsylvania savings bank may invest up to 5 percent of the book value of 
its assets or 50 percent of its unimpaired surplus, unallocated reserves and 
undivided profits, whichever is less, in stock of American corporations, meeting 
certain requirements as to demonstrated earning power. Investment may not 
be made in any one corporation if the holdings of stock in that corporation will 
thereby exceed in cost one-fifth of one percent of the book value of the savings 
bank assets or in number of shares 5 percent of the outstanding stock of the 
corporation. . 

A Pennsylvania savings bank may also invest in the shares of a corporation 
incorporated in Pennsylvania for the purpose of conducting a safe-deposit 
business (Banking Code, secs. 1208, 1209). 
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Rhode Island 


A Rhode Island savings bank may invest in the stock of any bank or trust 
company incorporated in New England or New York, or of any national bank 
doing business in those States. It may also invest in the stock of a bank in- 
corporated and doing business in other States, or a national bank doing business 
in such other States, if such bank (1) is a member of the Federal Reserve Sys- 
tem; (2) has a principal office located in a city of 200,000 or more inhabitants; 
and (3) has been in active business for at least 10 years preceding the date of 
investment, including in the 10 years any period in which a constituent cor- 
poration has been in business, if the bank was formed by a consolidation of two 
er more banks. Any such bank must have capital and surplus of at least 
$5 million, 

The savings bank may not have more than 10 percent of its deposits invested 
in bank stock, whether invested or held as security for loans. It may not have 
more than 8 percent of its deposits in the stock of any one corporation, nor may 
it hold more than 25 percent of the stock of more than one corporation (G. L. 
1938, ch. 1389 (VII) ). 


Vermont 


In Vermont, the purchase of corporate stocks is prohibited save stock in a 
Federal bank, a safe-deposit company, a nominee corporation or a national or 
State bank or trust company organized and doing business within the United 
States (Vermont Statutes, sec. 8763). 


New Jersey 


Savings banks may invest in common stock (if there are no senior securities 
outstanding) of a national banking association or trust company anywhere 
within the United States provided the national bank : 

1. Isa member of the Federal Reserve System ; 

2. Had, at its last published statement preceding the date of investment, capi 
tal stock, surplus, and undivided profits equal to $40 million and also equal to at 
least 6 percent of its deposit liability ; and 

3. Had paid cash dividends of not less than 4 percent in each of the 5 fiscal 
years preceding investment (without reducing the aggregate par value of its 
stock). 

A savings bank may not invest in the stock of any bank if total investments 
would thereby exceed 2 percent of the total outstanding common stock of any 
one corporation, or if they would exceed 3 percent of the surplus of the savings 
bank, whichever is less. All equity investments of the savings bank may not 
exceed 30 percent of its surplus. Surplus is defined as being the surplus and 
undivided profits of the savings bank, or the adjusted surplus as determined by 
the commissioner of banking (chap. 78, Laws of 1953, R. S. 17: 9A-180.5 seq). 


Investments of mutual savings banks in bank stocks, June 30,1954 


Total assets of mutual savings banks in the United States___._ $28, 396, 991, 000 
Total inventenent in Bank se0cie eo oh ee ll. 298, 649, 000 


saghienalactiaesi lial tects acumanteeiaiains aan $66, 458, 000 


Connecticut___._—_- : 
SEE 2 ER Pe A a le 210, 000 


Delaware 


Te 8, 389, 000 
Denne TT nnn ee ae 189, 951, 000 
Ne nnn emp aeeteens 10, 507, 000 
crs er venteinaellc aeeaencicoeh tenance nena 1, 487, 000 
a ee 119, 000 
I a a 5, 018, 000 
I a a Ee 15, 107, 000 
I Riad tick Etat ttt eaten ance cenertenn tienes antes 1, 136, 000 
Washington. ___ serait cli imesh east siti eet tin 266, 000 
a Dh il lta tae ll ian at anni ed eee 32, 000 


Mutual savings banks in the five other States in which they are located hold 
no commercial bank stock. These States are New York, Maryland, Minnesota, 
Indiana, and Oregon. 
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(The following was later received for the record :) 


NATIONAL ASSOCIATION OF MUTUAL SAVINGS BANKs, 
New York, N. Y., July 11, 1955. 
WiitraAM F. McKENNA, Esq., 
Counsel, Banking and Currency Committee, 
United States Senate, Washington, D. C. 


Dear Mr. McKENNA: Following Fred N. Oliver’s testimony last Wednesday, 
July 6, on the bank holding company bills, you drew his attention and mine to the 
fact that the exemption of mutual savings banks contained in 8. 880 and H. R. 
6227 differed from the exemption language which Mr. Oliver suggested for inser- 
tion in 8. 2350. 

S. 880 and H. R. 6227 provide that no mutual savings bank shall be classed as a 
bank holding company “by reason of the ownership of the stock of any bank as of 
the effective date of this act.’”’ Both S. 880 and H. R. 6227 require that a bank 
or other company must control the voting shares of each of two or more banks 
in order to be classified as a bank holding company. The 9 situations in which 
savings banks might be considered subject to such legislation all involve 1 
mutual savings bank controlling 1 commercial bank. In our presentation before 
the House Banking and Currency Committee we did not object to the effective- 
date restriction on stockholding, as the two-bank qualification would have given 
ample opportunity for savings banks to make bank-share investments in non- 
controlling quantities without the risk of losing their exemption either under 
S. 880 or H. R. 6227. 

The situation is different with respect to S. 2350. In this bill a bank or other 
company would be classified as a bank holding company if it controlled a majority 
of the voting shares of any one bank. If the effective-date restriction contained 
in S. 880 and H. R. 6227 were written into S. 2350, a mutual savings bank already 
controlling 1 bank might find itself losing its exemption by the very act of 
purchasing only 1 share of any other bank stock, whether it be in the bank already 
controlled or in some other bank. 

We are concerned principally with 4 savings banks in Rhode Island and 5 say- 
ings banks in New Hampshire. As Mr. Oliver pointed out in his statement, under 
the laws of both Rhode Island and New Hampshire these savings banks are pro- 
hibited from extending their control to any other banking institutions by virtue of 
their existing control of one commercial bank each. The exempting language 
which Mr. Oliver proposed in his statement for insertion in 8S. 2350 is much more 
definite than that contained in 8S. 880 and H. R. 6227, and we sincerely hope that 
it may be used in whatever bill the Senate Banking and Currency Committee 
may bring out, especially if the ultimate bill is to be based upon a 1-bank-control 
qualification rather than a 2-bank-control qualification. 

Very truly yours, 
Harry E. Proctor, 
Assistant General Counsel. 


Senator Frear. At this point, I would like to submit for the record 
a statement of BancOhio Corp. of Columbus, Ohio. 
(The statement referred to follows:) 


STATEMENT OF BANCOHIO Corp. or COLUMBUS, OHIO 


To the Acting Chairman of the Senate Committee on Banking and Currency, 
Hon, J. Allen Frear: ‘ 


The attached statement of BancOhio Corp. of Columbus, Ohio, contains no 
reference to S. 2350, Mr. Robertson, as the bill was not received in time for a 
complete analysis by our associates. We would appreciate the right to file a 
supplement to our statement at a later date. 

History: BancQOhio Corp. of Columbus, Ohio, was incorporated under the laws 
of Ohio in September 1929. The corporation now has 21 banks as affiliates 
operating in 19 of Ohio’s 88 counties. The affiliates are composed of 16 national! 
banks, 3 State-member banks and 2 nonmember banks. Four of the 21 affiliates 
have branch offices which « perate only within the county in which the main office 
is located. , 

Directors and officers: All of the officers of the holding company are men with 
long years of commercial banking and investment banking experience. None of 
the directors or officers of the holding company act as a director or an officer of 
an affiliate. 
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Officers and directors of all the affiliated banks are leading citizens of their 
own communities. Many of the officers are the leaders of their local communities 
in civie affairs. 


Shareholders: BancOhio Corp. is an Ohio corporation controlled by Ohio 
people. On December 31, 1954, 93.21 percent of the 759,560 shares outstanding 
was owned in Ohio: 


no shareholder owned more than 5 percent. Of the 4,668 
shareholders as of that date, 79.5 percent representing ownership of 668,231 
shares or 88.17 percent of the shares, resided in the 19 counties in which Banc- 
Ohio Corp. affiliates are located. An additional 5.04 percent of the stock or 
58,683 shares, were owned by 527 residents of other Ohio counties. The history 
of the corporation has been that shareholders in the counties in which our 
affiliates operate retain their shareholdings and are most interested in the 
operations of not only their local affiliate, but in the overall affairs of the cor 
poration, Thus the local character of the banking operation of the affiliates is 
retained 

Affiliates: BancOhio Corp. has no nonbanking affiliates. Its operations are 
confined to the State of Ohio and for the most part to county seat cities in the 
central area of the State. 

Competition: The territory served by BancOhio Corp. is highly competitive 
in the banking field. In the 19 counties served by BancOhio Corp.'s 21 affiliated 
banks are located 102 independent banks. In the State of, Ohio, there are 645 
banks and 829 branches listed in the most recent bank directory. sancOhio 
Corp., operating 21 banks and 17 branches is the only listed holding company 
in the State of Ohio. At the end of 1954, total deposits of BancOhio Corp. 
affiliates were $556,200,000. Total deposits in the 645 banks in Ohio were re- 
ported at $9.253.S800,000. 

Banking service: BancOhio Corp. and its affiliates have constantly strived to 
provide the most complete banking service for small business and the individual. 
BancOhio Corp. was a pioneer in stimulating the entrance of commercial banks 
into the personal loan field. This service began immediately after the inception 
of the corporation in 1929. A volume analysis for the BancOhio Corp. affiliates 
as of October 1954 showed 420,051 total accounts in the form of savings, com- 
mercial, Christmas club, and loans. 


Number of deposit accounts: 


Commercial 

Savings_- 

Christmas club 
Number of loan accounts: 

Commercial loans. _—_ 

Real-estate loans 

Personal loans 


Total loan accounts i 


ethnics ae ee 

BancOhio Corp. policy: The incorporators of BancOhio were men born and 
reared in Ohio with many prior years of commercial banking study and expe- 
rience. They witnessed the growing complexities in banking business in the 
1920's and the technical problems involved in meeting the tremendous increase 
in demand and need for banking service by the general public, whereunder tra- 
ditional banking procedures and facilities were becoming outmoded. Further- 
more, progressively in the later twenties, the growth in bank credit, loans, and 
deposits indicated that additional bank capital requirements should not be 
ignored. 

With this bankground BancOhio was incorporated in September 1929, the 
shareholders in 2 commercial banks, 1 a national bank and 1 a State bank, hay- 
ing exchanged their shares for shares in the holding company. The initial 
purpose of the holding company was to provide specialized banking services for 
its bank affiliates and the opportunity for diversification of bank ownership 
nnd investment through exchanges of stock by the shareholders of other com- 
mercial banks. 

The welfare of this enterprise was dependent upon the extension of needed 
and improved banking service to the general public in the communities served 
by the affiliated banks. Therefore, the holding company developed and trained 
departments within its own staff (1) to provide statistical and analytical data 
necessary in the supervision of bank investment s>curity portfolios; (2) to study 
accounting and bookkeeping equipment and systems with a view to the selection 
of the most appropriate modern methods to be recommended; (3) to interpret 





tek haat RINDI ea i A 


emu atniiaal 


Lal atl it atic es Bah Cm {tee 


 woesiaimisistinace cance 


AEH 


athe 


1h 


= lynn = 


ee ee ee 


? 
a 


CONTROL OF BANK HOLDING COMPANIES 299 


new banking regulations, legal developments, and Federal governmental agency 
regulations in conjunction with insured or partially guaranteed loans: (4) 
prepare tax and miscellaneous official returns for the affiliated banks; (5) to 
study and recommend simplifications in accounting forms and other miscel- 
laneous inventory supply items required in the banking business; (6) to provide 
such engineering and design services as might be needed in respect of additions, 
remodeling, or improvement in physical facilities. 

The objective in view was to assure the maximum possible concentration 
by the directors and officers of the affiliated banks of their energies on behalf 
of their communities and banking public with a minimum of distraction due to 
technical responsibility. Thus it was believed that specialized services could 
be made available to smaller banking institutions which otherwise might expe- 
rience great difficulties and distractions from their primary duties in their 
attempt to meet these growing problems. 

These objectives met with the approval of the managements and shareholders 
of other banks in addition to the first two affiliates. As 
the present 21 affiliates joined BancOhio through an excl 


to 


consequence, 15 of 


ange of shares and 


the large majority of such shareholders have retuined their shares, evidencing 
their continued interest in the enterprise. BancOhio’s policy is to avoid any 
affiliations where either the management or any appreciable minority of share 


holders of the independent bank is unfavorable to the move As 
minority shareholders’ interests in the affiliated banks clusive o 
qualifying shares, is in the aggregate less than 1 percent and at 
of affiliation such individual minority interest has not 


a consequence 
f directors’ 
he original date 
exceeded 20 percent 
Only 3 of the present affiliates were acquired wholly for 
present affiliates were originally chartered and capitalizes 

Beginning in 1929 and subsequently, in consideration of additi 
tal requirements and for other corporate purposes, BancOhio obtained a total 
of $7,112,000 cash through the sale of additional capital shares. In the early 
thirties, and subsequently, the corporation strengthened the capital position of 
14 affiliates by contributing a total of $5,160,000 cash to their capital accounts. 
No such contributions were deemed necessary in the case of the other seven 
affiliates. From the investors’ standpoint the case for distribution of capital 
risk was thereby demonstrated. 


cash and 3 of the 
by BaneOhio Corp. 


mal bank capi 


) 
i 


There has never been uny loss to the depositors through the closing or reorgan- 
ization of any affiliated bank nor did any such affiliate require capital assistance 
from a governmental agency. Thus the communities served have received 
complete continuity of banking service. Furthermore, BancOhio Corp. has 
never borrowed any money from any affiliate nor in any other manner. 

The holding company has been regularly examined by agents of the Federal 
Reserve Board and has consulted with the Federal Reserve bank and the Comp- 
troller of the Currency or the superintendent of banks of the State of Ohio. which 
ever supervisory authority was appropriate, in respect of any newly proposed 
affiliation. 

The Spence bill (H. R. 6227): Existing law and regulations as applied to 
bank holding companies have, in our opinion, proved adequate in meeting any 
real problems in the field of banking. In our experience, we know of no ease 
where supervisory authorities have had cause for criticism of the results of 
affiliation. Statements of supervisory authorities before this committee pro 
vide ample evidence of a lack of criticism of the operations of bank holding 
companies. 

Sections of the proposed Spence bill (H. R. 6227) dealing with operations in 
more than one State and with nonbanking affiliates do not directly concern 
BancOhio Corp. and a discussion of these provisions will be left to those more 
informed and directly concerned. Therefore, our comments are limited to only 
a few provisions of the proposed bank holding company act. s 

The provisions of section 5 (B) granting veto power to the Comptroller of 
the Currency and to the State supervisory authorities in the 48 States would 
make impossible an objective administration of the act by the Federal Reserve 
Board. Proponents of this legislation have consistently confused holding com 
pany operations with branch banking and under section 5 (C) (1) seek to limit 
holding company affiliation to bounds established by each State for branch 
operations. Further, section 5 (C) (11) seeks to reverse the long established 
American principle permitting freedom of enterprise except in-cases of ex- 
pressed statutory prohibition by requiring affirmative authority by a State 
before the Board may consider new affiliations. Such a provision would deny 
to the small independent bank desiring to avail itself of the special banking 
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services available through affiliation the right to enter such affiliation unless the 
legislature of the State had expressly authorized bank holding companies by 
affirmative action. Any such bank would not have this opportunity of improving 
its services to the public. 

We further believe the committee should consider the practicality of incorpor- 
ating into the bill a provision wherein prior approval of the Board will not be 
required for the acquisition by the holding company of outstanding minority 
shares of an existing affiliate. Otherwise there might be a serious injustice to 
minority shareholders through limitation of the potential market for their 
shares. 

Attached hereto is an exhibit showing the capital, surplus, undivided profits 
and reserves, and the amount and percent of the capital stock of the affiliate 
owned by the parent company in each of the 21 affiliated banks as of Decem- 
ber 31, 1954. 


Bancohio Corp. affiliates (all operations are within the State of Ohio), 
Columbus, Ohio 





Total | Capital stock owned 
assets ‘ Undivided | by holding company 
Location and name of bank (nenoest | yng Surplus — anemeeae - —~— 
- >! » ro 
bone — Amount Percent 
NATIONAL BANKS | | } 
Cadiz, First National 6.7 | $200,000 $200, 000 $86,634 | $193,000 | 96. 50 
Chillicothe, First Nationa] 16. 7 300, 000 | 500, 000 358, 050 290, 000 | 96. 67 
Circleville, Second National 3.6 125, 000 125, 000 148, 747 112, 000 89. 60 
Columbus, Ohio National 373.4 | 4,000,000 | 10, 000, 000 6, 285, 844 3, 988, 800 | 99. 72 
Coshocton, First Nationa] 15.7 300, 000 500, 000 283, 878 289, 000 | 96, 33 
Delaware, First National 12.7 150. 000 300, 000 373, 738 | 139, 000 | 92. 67 
Lancaster, Hocking Valley Na- | 
tional 12.6 150, 000 350, 000 29% 141, 000 | 94. 00 
London. First National 6.6 100, 000 | 200. 000 93, 000 | 93. 00 
Marysville, First National 6.6 75, 000 150, 000 | 38, 000 | 90. 67 
Newark, First National 19. 6 300, 000 900, 000 | 285, 000 95. 00 
Portsmouth, National Bank of 
Portsmouth 13.5 200, 000 | 400, 000 } 191, 120 | 95. 56 
Springfield, First National 31.7 1, 000, 000 1, 000, 000 749, 663 | 989, 000 | 98. 90 
Tiffin, First National 8.0 200, 000 200, 000 242, 414 | 192, 000 96. 00 
Washington Court House, First | 
Jational 8.2 100, 000 200, 000 232, 528 93, 000 | 93. 00 
Wilmington, First National 6.1 100, 000 200, 000 | 234, 051 88, 500 88. 50 
Zanesville, Citizens National 18.3 400, 000 500, 000 399, 979 392, 900 98. 23 
| 
STATE MEMBER BANKS 
Logan, Farmers and Merchants 7.3 100, 000 200, 000 160, 345 96, 000 96. 00 
Mount Vernon, Knox County 
Savings 9.1 150, 000 350, 000 230, 345 146, 000 97.33 
North Lexington, Perty County 
Bank 2.7 75, 000 75, 000 55, 306 71, 500 95. 33 
STATE NONMEMBER BANKS 
W hitehall, Ohio State Bank 6.4 100, 000 56, 720 144, 683 96, 500 | 96. 50 
Worthington, Worthington Sav | | 
ings 7.7 75, 000 225, 000 76, 928 | 71, 500 95. 33 


Senator Frear. I would at this time like to introduce into the 
record the statement of Mr. W. S. Woods, president of Trust Com- 
pany of Georgia Associates, in behalf of Trust Company of Georgia 
and Trust Company of Georgia Associates. 

(The statement referred to follows :) 


STATEMENT OF W. S. Woops, t'' BEHALF OF TRUST COMPANY OF GEORGIA AND TRUST 
CoMPANY OF GEORGIA ASSOCIATES 


The purpose of this statement is to call to the attention of the members of 
this committee section 6 (c) (4) of H. R. 6227 (Spence bill) which relieves 
Trust Company of Georgia and Trust Company of Georgia Associates from the 


SALIENT UT 0 


at Se SI 










Oe 


i 
i 


z 
i 
= 
x 
Z 


oda 








CONTROL OF BANK HOLDING COMPANIES 231 


necessity of divesting nonbanking assets owned by them. We believe that this 
exception is equitable and in no way conflicts with the objects of the Spence 
pill or any other bank holding company legislation. 

Two corporations are involved: 

(1) Trust Company of Georgia: This is a State member bank chartered by 
the General Assembly of Georgia in 1891, conducting a general banking and 
trust business in Atlanta, Ga. It owns the entire capital stock of Trust Com- 
pany of Georgia Associates, the second corporation involved. 

In 1919, 1920, and 1922 Trust Company of Georgia acquired in the course of 
underwriting securities (a business in which it was then lawfully engaged) 
shares in the Coca-Cola Co., which were subsequently converted into 10,468 
shares of Coca-Cola International Corp. In 1929 and 1931 it transferred 4,968 
of such shares to Trust Company of Georgia Associates, leaving 5,500 shares as 
holdings of Trust Company of Georgia. The retention of these shares, as well 
as those of Trust Company of Georgia Associates and other minor holdings, was 
sanctioned by the Banking Act of 1933. 

No shares of stock owned by Trust Company of Georgia, either directly or 
indirectly through Trust Company of Georgia Associates, are carried at any 
value on the books of Trust Company of Georgia. 

(2) Trust Company of Georgia Associates: This Georgia corporation, char- 
tered in 1922, with power to hold and own securities, is and has been since its 
organization a wholly owned subsidiary of Trust Company of Georgia. Its 
principal assets are— 

(a) a controlling interest in six national banks located in some of the 
principal cities of Georgia ; 

(b) certain stocks acquired prior to 1933 and continuously held exclusively 
for investment purposes, consisting primarily of 4,968 shares of Coca-Cola 
International Corp.: 

(c) all the stock of Trusco Finance Co., a Georgia corporation chartered 
in 1935 for the purpose of purchasing, selling, and servicing installment 
finance paper for the benefit of Trust Company of Georgia and its affiliate 
banks. 

Because of the ownership of the shares of banks by Trust Company of Georgia 
Associates, both it and Trust Company of Georgia are holding company affiliates, 
as defined in the Banking Act of 1933. Both of these companies hold a general 
voting permit, issued by the Board of Governors of the Federal Reserve 
System. 

Under the provisions of the Spence bill, both these companies are bank holding 
companies. 

Were it not for the exception contained in section 6 (c) (4) of the Spence bill, 
both Trust Company of Georgia and Trust Company of Georgia Associates 
would be required to divest themselves of shares in Coca-Cola International 
Corp. despite the facts that— 

(a) The shares have been owned directly or indirectly by Trust Company 
of Georgia for over 30 years; 

(b) None of the shares has ever been sold or traded in since 1933: 

(c) The shares were legally acquired in the normal course of business 
and have been held solely for investment purposes ; 

(d@) The shares represent only 1.95 percent of the more than 4,250,000 
outstanding shares of the Coca-Cola Co.; and 

(e) No value is assigned to the shares held directly or indirectly on the 
books of Trust Company of Georgia or on any financial statement published 
by it. 

The ownership of such shares, with an aggregate quoted market value in excess 
of $9 million, adds materially to the strength and stability of Trust Company of 
Georgia, as well as to that of Trust Company of Georgia Associates, and of the 
six banks which it controls. A lessening of the strength and stability of the 
seven banks involved would not be in the public interest or in keeping with the 
repeatedly stated policy of the Congress in favor of privately owned banks with 
strong and adequate capital funds. 

Over the more than 20 years’ history of pending bank holding company legisla- 
tion, the opponents and proponents of holding company legislation, as well as all 
interested parties, have recognized the fairness of permitting Trust Company of 
Georgia and Trust Company of Georgia Associates to retain their nonbanking 
assets, : ' 
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We think, therefore, that section 6 (c) (4) of the Spence bill is equitable 
and compatible with the general objects of the bill and that a similar provision 
should be incorporated in any bill which this committee presents to the Senate. 

We have one further matter which we wish to suggest to the committee 

Among the many problems presented by the rapidly expanding and dynamic 
economy of this country is the availability of adequate banking capital to furnish 
the enlarged credit needs of our economic expansion. It is essential to the healthy 
growth of our industrial and commercial life that bank capital and assets be 
strengthened to keep pace with this growth. Under the divestment features of 
the Spence bill these nonbanking assets must be distributed, the result of which 
is to take assets now that are part of the banking system out of that system 
and to that extent to weaken the financial position of bank holding companies. 
It seems to us that it would be wise for Congress to give consideration to a 
further provision of the bill which would permit bank holding companies with 
nonbanking assets—whether or not divestment of these assets is required—to 
sell these assets and reinvest the proceeds into bank capital or assets that are 
permitted to be held and owned by banks and that this should be permitted with- 
out the payment of a capital gains tax. Such a provision would, no doubt, 
result in substantial sums being kept and made available as capital for the bank- 
ing system instead of forcing this capital out of the banking system. 


Senator Frear. The subcommittee will stand in recess until 10 a. m. 
Tomorrow, 


(Whereupon, at 3:30 p. m., the subcommittee recessed, to reconvene 
at 10a. m., Thursday, July 7, 1955.) 
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THURSDAY, JULY 7, 1955 


UNITED STATES SENATE. 
COMMITTEE ON BANKING AND CURRENCY. 
SUBCOMMITTEE ON BANKING, 
Washington, dD. ¢ 

The ae met pursuant to recess, in room 301, Senate Office 
Building, at 10:25 a. m., Senator J. Allen Frear, Jr., acting chairman 
of the salovindbitions presiding. 

Present: Senators Frear, Douglas, and Bush. 

Also present : Senator Holland. 

Senator Frear. The subcommittee will come to order. 

On the floor of the Senate this afternoon, after the morning hours, 
the acting chairman of the subcommittee will be in charge of a bill, 
so we have to conclude our hearings by 12 o'clock this morning. 

The first witness today is Mr. F. Guy Hitt, president of the Bank 
of Benton, Lll., representing the General Contract Corp. 

Mr. Hitt, we are happy to have you with us and look forward to yor 
testimony. 


STATEMENT OF F. GUY HITT, PRESIDENT, BANK OF BENTON, ILL., 
AND THE BANK OF ZEIGLER, ILL., REPRESENTING THE GENERAL 
CONTRACT CORP., ACCOMPANIED BY ROBERT 0. McNEARNEY, 
COUNSEL, GENERAL CONTRACT CORP. 


Mr. Hrrr. Thank you, sir. 

Mr. Chairman and members of the subcommittee. My name is F. 
Guy Hitt. I live in Benton, Ill., which is located about 100 miles 
southeast of St. Louis. I am president of the Bank of Benton and 
of the Bank of Zeigler, situated about 12 miles apart, in Franklin 
County, Tl. 

I am rounding out 35 years in the banking business. Twenty-one 
of those years have been ‘spent in Illinois country banks in virtu: ally 
every capacity from teller to president. From 1932 to 1937 I served as 
a class A director of the Federal Reserve Bank of St. Louis. From 
1937 to 1951 I was first vice president of the Federal Reserve Bank 
of St. Louis. Thus you see, fortunately or unfortunately, I have 
been exposed to all phases of commercial banking. 

In mid-1954, acting upon authority of the respective boards of 
directors of the Bank of Benton and of the Bank of Zeigler, I ap- 
proached General Contract Corporation of St. Louis to determine 
whether its management would be interested in acquiring our two 
banks. I want to make this point clear—we sought General Contract 
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Corp.; it did not seek us. While serving as an officer and director of the 
Federal Reserve Bank of St. Louis for a combined total of 19 years, 
I became well informed about the outstandingly successful operations 
of General Contract Corp. and the high caliber of its management. 

In making our decision to join the “General Contract family, we 
were inflaene ed by these important factors: 

. We could better serve our respective communities. 

. We could provide greater benefits to our employees. 

. We could provide a diversified marketable investment for 
our stockholders. 

We could better assure management succession. 

I should like to comment briefly on each of these four factors: 

We could better serve our respective communities. Ours is a 
capital deficit area—caused by large eee of our people in postal 
savings which, on June 30, 1954, amounted to $5,189,348 in our county, 
and deposits of firms and individuals in the larger city banks of 
Evansville, Ind., St. Louis and Chicago. This development arises out 
of the failure of all banks, 30 in number, in our immediate area, with 
the exception of the Bank of Zeigler, in the late twenties and early 
thirties. 

We are located in the coal mining region of southern Illinois— 
with large numbers of unemployed. We have been making an all-out 
effort to induce industry to locate in our area. Industries surveying 
our area for property sites have raised the question of availability of 
credit. 

The limitations on amount of credit which can be extended by each 
of our area banks to one firm and the inherent difficulties encountered 
in getting country banks to work together for something constructive 
have mitigated against our being able to assure prospective industries 
that adequi ite credit will be available. By our becoming members of 
the General Contract family, we have interested its members in our 
area and have thus opened up a new avenue for credit to be made 
available to present and prospective industries in our communities. 
Being financially interested with us, they are interested in our 
economic health and welfare. 

As of May 31, 1955, our two oan had loans on our books to 4,000 
people for a total of $4,400,000, or an average of $1,100 each. How- 
ever, 3,000 of those loans were et at an average of $500 each. We 
make it a point to take care of the legitimate c -redit needs of the people, 
the laboring man, the farmer, the small independent businessman, 
and the veterans. The Bank of St. Louis and other banks affiliated 
with General Contract Corp. do likewise—it is a matter of first im- 
portance with them and us. They are recognized leaders in the con- 
sumer-credit business. By becoming affiliated with this group we are 
the beneficiaries of their know-how and long successful experience 
in the consumer-credit field, now recognized (although all too late 
by some) by most bankers as an important segment of the banking 
business. 

Senator Busa. Mr. Chairman, may I ask a question ? 

Senator Frear. Senator Bush. 

Senator Bus. Where is this area? Where are these two banks of 
yours with respect to St. Louis? How far away are they ? 

Mr. Hrrr. About 100 miles southeast of St. Louis, in Illinois. 
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Senator Busu. Is St. Louis the nearest big trading center to these 
communities ¢ 

Mr. Hirrv. It is. 

Senator Busu. That is where people go who want to go to a capital 
market? They would go to St. Louis naturally ? 

Mr. Herr. That is right. 

Senator BusH. They go there for their major shopping, and that 
sort of thing’ They ‘look to St. Louis as the tr: ading center of the 
area in which they live? 

Mr. Hrrr. That is true. 

Senator Busn. Although they are in Illinois and you are in Mis- 
souri ¢ 

Mr. Hrrr, That is right. 

Senator Busu. Under the Jaws out there, would it be possible for 
a St. Louis bank to have branches in the community where you live? 

Mr. Hrrr. It would not. 

Senator Busy. Why not? 

Mr. Hirr. Primarily because of the laws of the State of Lllinois, 
which prevent branch banking. 

Senator Busu. So if you are then to have any affiliation with the 
capital market, which is the normal capital market for your area, you 
have almost got to cross State lines into St. Louis? 

Mr. Hrrr. That is very true. 

Senator Busu. But you are prohibited from branch relationships 
and therefore the only relationship you could have which would meet 
your requirements is this type of relationship that you worked out ? 

Mr. Hirr. That is true. 

Senator Busu. I suppose that is the reason why you took the initia- 
tive in going to the General Contract Corp. ¢ 

Mr. Herr. That is true. 

Senator Busu. That is all. 

Mr. Hirr. The second factor is we could provide increased benefits 
for our employees. 

A profit-sharing incentive plan patterned after that of Sears Roe- 
buck & Co. is now available to our employees. Opportunities for 
advancement to better positions within a larger organization with in- 
creased responsibilities and income are an added incentive to our em- 
ployees and especially the more competent. 

3. We could provide a diversified marketable inv estment for our 
shareholders. The stock of General Contract Corp. is listed on the 
New York Stock Exchange. Many of our shareholders are up in 
years and they are interested in knowing that a broad market at fair 
price is available to their widows , families, and estates. They are 
now in the happy position of having a good market for their ‘stock 
every business day of the week. I consider it is a tragedy that stock- 
holders in small unit banks do not have this benefit and that they or 
their widows or estates are frequently forced, when misfortune hits 
them, to sell their stock at substantial discounts from the true or book 
—_ 

. We could better assure management succession. Competent and 
am able m: nagement succession is recognized by banking associations 
as one of the big problems facing the small and medium sized country 
bank today. Homer Livings ston, president of the American Bankers 
Association, has dwelt upon the need for concrete and definite plan- 
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ning by all banks to meet this pressing problem. Its urgency is such 
that the American Bankers Association, within the past year, has 
held a series of epienad conferences with presidents of country banks 
to outline procedures and policies to meet it. By becoming a sub- 
sidiary of a holding company, we achieve continuity of ownership of 
tha shares of our banks and, to a degree, this should result in con 
tinuity of m»nagement. Moreover, our affiliation with six other 
banks and with the holding company, furnishes a large reservoir of 
qualified personnel which we can call upon should the need arise. 

My opinion of | yank holding company oper ations, therefore, based 


on my 35 years of DaNSINY experience, including my experience as 
director and first v1 . president of the Federal Reserve Bank of St 
Louis, 1 Suianaistidatind by my action. As recently as last December 


the shareholders of our two banks to a man, at my suggestion, be 
came affiliated with a holding company organization. I have done 
this with a fu i apprec iation of my responsibilities to the depositors 
in my banks, to our customers, to our communities, to our stockholders 
and to our employees. I sincerely believe that all of them are now 
and will continue to be better off because of affiliation with General 
Contract ( ‘orp. 

I now desire to read a few brief paragraphs from the statement of 
General Contract Corp. which has been filed with the committee and 
which statement I request be placed in the record. 

Senator Frrar. Without objection, the statement will be placed 
in the record and certainly you are free to read from it. 

Mr. Hrrr. Thank you. 

In this connection, I have with me here Mr. Robert O. McNearney, 
attorney for the General Contract Corp. At times IT shall refer to 
him a number of the questions that vou might want to ask, if it is 
agreeable. 

Senator Frear. All right, sir. 

Mr. Hrrr. Representatives of General Contract Corp. testified be 
fore the Banking and Currency Committee of the Senate in June of 
1954 and of the House in March of 1955. We shall not lengthen this 
statement by including in it the story of our company and of how we 

‘ame to acquire the banks we own since the records of previous hear- 
ings at which we have testified contain that story. 

We understand that this committee desires both the hearings and the 
filed statements to be brief. We intend to comply with that desire. 
This statement will consider principally H. R. 6227 but, inasmuch as 
S. 880 is quite similar, in the main what we say about H. R. 6227 ap- 
plies om ally to S. 880. 

H. R. 6227 is punitive, discriminatory, unsound, and unnecessary. 
It disregards the basic recommendations of the Federal supervisory 
authorities. It is supported by no one except that small group of peo- 
ple who control the Independent Bankers Association and who des- 
perately want this legislation for their own selfish purposes. 


1. BANK HOLDING COMPANY LEGISLATION IS UNNECESSARY 


(a) There are no abuses that need correcting. In spite of concen- 
trated effort over a long period of years, the proponents of this legis- 
lation have failed completely to demonstrate evils that require puni- 
tive action. 
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Historically, the enactment of regulatory legislation of the general 
character here proposed has been “prompted by widespread public 
pressure to correct wrongs done the public in the fields dealt with by 
the legislation. These were the conditions that led to the enactment 
of such legislation as the Interstate Commerce Act, the Sherman Anti- 
trust Act, “the C layton Act, the Public Utility Holding Company Act 
and the Securities and Exchange Act. Bank holding companies have 
not violated the public rights, nor has any harm been done to the pub 
lic. The drive for bank holding company legislation lacks the support 
of widespread public pressure. 

In a letter to Chairman Spence of the House Banking and Currency 
Committee dated February 25, 1955, the chairman of the Federal 
Deposit Insurance Corp. said: 

It has been the experience of the corporation through the years that bank hold- 
ing companies are not inherently dangerous, nor do they, per se, create problems 
which require additional attention or scrutiny of the corporation. On the con 
trary, on the whole, banks owned and directed by holding companies have pre 
sented fewer problems as to asset condition and management than have unit 
banks under independent management and control. * * * (hearings, p. 148). 

In testimony before the committee on February 28, 1955, the Comp- 
troller of the Currency stated : 

From our experience in dealing with the operations of bank holding companies, 
and from our knowledge of the banking situation as it exists today, we do not 
find basis which would warrant recommending the adoption of a number of the 
provisions included in this bill. It has been our observation that bank holding 
companies in general have done a good job in serving the public through the 
successful operation of their subsidiary banks. They have developed, and applied 
in their responsibilities as bank stock owners, a knowledge of banking methods, 
and a skill in bringing about good banking management, which has been note 
worthy and praiseworthy. We are inclined to believe that they have brought 
to banking a method of making stockholder participation effective in controlling 
and bringing about high standards of management. They have obtained and 
made available to their banks large amounts of capital which has contributed 
importantly to the safety of the banks and to the general banking situation. 

We have reviewed the status of the 179 national banks controlled by or 
affiliated with bank holding companies. These banks are well rated by our office. 
They are being operated successfully, and we believe that they are furnishing 
adequate and high grade banking service to their respective communities (hear- 
ings, p. 181). 

(6) There is no need for legislation of this type in order to pre- 
vent actual or threatened monopoly. The present antitrust statutes 
are applicable to the banking industry and provide an effective sanc 
tion against any bank holding company expansion, the effect of which h 
is to lessen competition or to tend to create a monopoly. The tradi- 
tional congressional method of dealing with monopoly has been 
through the antitrust laws and those laws are fully adequate to prevent 
concentration of the banking facilities of the country into the hands 
of a few persons. 

(c) Bank holding companies and the banks which they own are al- 
ready subject to extensive Federal and State regulation. The banks 
owned by bank holding companies are examined by the appropriate 
State supervisory authorities, by the Federal De posit Insurance Cor- 
poration, the Federal Reserve System, or by the Comptroller of the 
Currency, depending on whether they are national banks, or State 
nonmember banks, but in any event the examinations are no less severe 
and no less careful than they would »e in the case of any bank. In 
addition, many of the bank holding companies are subject to the regu- 
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lations of the Securities and Exchange Commission, of a national 
securities exchange, and of the insurance departments of various 
States. 

H. R. 6227 is discriminatory because it exempts at least two- 
thirds of all bank holding companies from its application. Section 3 
(a) of H. R. 6227 defines a bank holding company as one which owns 
two or more banks. It therefore has no effect whatever on companies 

owning only one bank. The Federal Reserve statistics printed i 
pages 90 and 91 of the House heari ings on H. R. 6227 disclose that cheb 
are at least 68 of these 1-bank companies as compared to 46 in the 
2-or-more-bank category. 

In addition to the exemption of all one-bank companies there are 
several special provisions written into H. R. 6227 by the House com- 
mittee which take care of special interests. The provision in section 
3 (c) of TH. R. 6227 which excludes from the definition of holding 
Som PAR certain trustees exempts entirely from the impact of the 
bill important holding companies which have extensive holdings not 
only in banks, but in businesses totally unrelated to banking. The 
provisions in section 6 (c) (4) of H. R. 6227 make it unnecessary 
for certain holding companies to divest themselves of their nonbank 
assets. 

H. R. 6227 ignores the basic recommendations of the Federal 
supervisory authorities. 

The Federal Reserve Board made many recommendations to the 
House Banking and Currency Committee, among which were the 
following: 

(a) The recommendation that the bill be impartial in its applica- 
tion and that it apply equally to all holding companies, whether they 
own one bank or more. 

(6) That the legislation should not prohibit acquisition of banks 
across State lines or otherwise, but rather that the bill should simply 
provide that no acquisition should be permitted except with the 
rey of the Federal Reserve Board. 

The drive for this legislation is being fomented by a small group 
of ae who control the Independent Bankers Association and who 
want this legislation for their own selfish purposes rather than for 
the common good. H. R. 6227 lacks the support not only of the Fed- 
eral supervisory authorities and of the public, but also of bankers 
generally throughout the country. 

While the sponsors of H, R. 6227 claim that they are fighting to 
preserve the American system of banking and to eliminate the threat 
of monopoly, the fact is the exact reverse. Their principal objective 
is om stifle competition by destroying bank holding companies. 

. Divestment of nonbank assets is not justified. To this time the 
sonthinns requiring divestment of nonbank assets have not been 
thoroughly analyzed or considered at any committee hearings. The 
divestment provisions of H. R. 6227 are harsh and punitive and 
should not become law unless veal necessary to prevent serious 
wr ongdoing. 

All of the Federal supervisory authorities have stated that they 
know of no wrongdoing in bank holding companies which requires 
this harsh remedy. 

The charge is made that self-dealing is a potential evil, but the 
Comptroller of the Currency and the Chairman of the Federal. Deposit 
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Insurance Corporation have both publicly stated in the hearings held 
before this committee in June 1953 that the problem of self-dealing 
could be adequately dealt with by a law which would place a limi- 
tation on extensions of credit by a bank to its affiliates. (See pp. 55 
and 105 of the record of hearings before the Senate Committee on 
Banking and Currency, 83d Cong., pt. I, on S. 76 and S. 1118.) 

The charge is made that holding companies should not be allowed 
to do what banks cannot do. This argument overlooks the fact that 
holding companies are not banks; that holding companies cannot 
accept ‘deposits like banks; and therefore that holding companies are 

not dealing with depositors’ funds but rather with risk capital sup- 

plied by their stockholders and with dividends accruing from the 
cotedeinal operation of subsidiaries. 

The ownership of nonbank assets by holding companies complies 
with one of the cardinal principles of good. investment counsel, 
namely, the diversification of investments. This diversification con- 
tributes to the soundness of the holding companies and furnishes the 
means with which the holding companies can and do strengthen the 

capital of the banks. 

We respectfully suggest that inasmuch as divestment of nonbank 
assets will affect the investments of hundreds of thousands of stock- 
holders of bank holding companies throughout the country, that this 
committee request the supervisory authorities to furnish for the 

record lists of the companies which would be covered and those which 
would be exempted under the divestment provisions of H. R. 6227 
and of S. 880 and of the Federal Reserve version of bank holding 
company legislation. 

We further suggest that this list should break down the kind of 
nonbanking assets held by each of these companies. We suspect that 
such lists will be very revealing to the committee and we earnestly 
believe that this committee needs this information in order to come 
to an intelligent decision about this matter. 

6. The principal arguments advanced by the Independent Bank- 
ers Association in support of H. R. 6227 and S. 880 are: 

(a) That a few big holding companies must not be permitted to 
gain control of the banking facilities in the country or in a given 
area or in any State. 

But legislation of this type is not necessary to accomplish that. 
In the first place our present antitrust laws are adequate to prevent a 
monopoly in banking. But if that is not sufficient, then a simple law 
modeled after section 3 of S. 76, introduced by Senator Robertson 
on January 7, 1953, would fully accomplish this objective. Such a 
law would require the approval of the appropriate Federal super- 
visory authority before any bank holding company could acquire any 
shares of any’ additional bank. 

Certainly | ‘the Federal supervisory authorities would never approve 
any acquisitions which would tend to give any bank holding company 
control of the banking facilities in the country or in any given area 
or in any State. 

H. R. 6227 and 8. 880 absolutely prohibit most bank acquisitions. 
This is unwise, is not the public interest, and is not necessary to pre- 
vent monopoly in the banking field. As has been stated many times 
by the representatives of the Federal Reserve Board, of the Comp- 
troller of the Currency, of the Federal Deposit Insurance Corpora- 
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tion, and by others, a great deal of good has come from bank hold- 
ing company ownership of banks. Calmly, dispassionately, and 
logic ‘ally, therefore, it is impossible to defend a bill which to all in- 
tents and purposes prohibits acquisitions and accordingly does a great 
deal of harm without doing any good. This is particularly true where, 
as in this instance, there is a way to accomplish the objectives with- 
out causing the harm. Here the happy catenin the intelligent mid- 
dle ground, is to give power to the Federal supervisory agencies to 
approve or disapprove acquisitions. In that way these agencies will 
be able to forbid acquisitions which would be harmful to the public 
welfare and to permit acquisitions that will benefit the public welfare. 

(>) The second argument made in an attempt to show the necessity 
for this type of legislation in that a local bank managed by local 
people and owned loc ‘ally is more responsive to the credit “needs of the 
local community. 

This is simply not true, as anyone at all familiar with banking 
knows; and, moreover, to the extent that it dictates to States what 
persons may own stock in State banks, it is a terrible and an unwar- 
ranted invasion of State rights. 

The facts are that local banks, whether owned by holding companies 
or not, do their business in the local community. They must render 
good banking services in those local communities or they will have no 
business. The experience of our banks is illustrative of this, in 
- each case, since acquiring each bank the number of loans made to 
local persons by the bank has increased tremendously. In each case 
the services rendered by the bank have expanded and multiplied to a 
remarkable degree. 

The feat of every one of the bank holding companies will demon- 
strate that local management and local boards of directors manage 

each bank. They are as familiar with the needs of the community 

and with the needs of individuals as the management and boards of 
directors of any local bank. They may receive advice and counsel 
from the experienced pe rsonnel of ‘the holding company but they are 
as free in making their decisions to extend credit or not as are any 
other local bankers. There have been many general statements to the 
contrary a by the representatives of ‘the Independent Bankers 
Association, but these people have not produced one shred of evidence 
to support their generalization. Moreover, you will note that the 
Federal supervisory authorities have not made this claim. And fur- 
thermore, no disinterested individuals have come forward to give 
testimony to the hardships that have descended on them or their 
communities through bank holding company ownership of banks in 
their communities. 

This claim has simply not been proven and, accordingly, it should 
not be accepted as any basis for legislation of this type. 

(c) The third argument made in an attempt to show the necessity 
for this type of legislation is that divestment of nonbank assets is 
necessary to prevent self-dealing. We repeat that the Comptroller 
of the Currency and the Federal Deposit Insurance Corporation have 
stated in previous hearings that self-dealing can be adequately dealt 
with by a law which imposes limitations on extensions of credit by a 
bank to its affiliates. 

7. We believe that this committee should give great weight to the 
views of Chairman Martin and Governor Robertson of the Federal 
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Reserve System, of Roy M. Gidney, ¢ omptroller of the Currency, and 
of his Deputy, J Ac Jennings, ot H. E. Cook, Chairman of the F eder: al 
Deposit Insurance Corporation, and of the distinguished chairman of 
this subcommittee, Senator A. Willis Robertson. 

The opinions and recommendations of these people are founded on a 
thorough understanding of our country’s banking system and are 
dictated by a sincere interest in the pub lic welfare. 

Senator Frrar. Mr. Hitt, what is a class A director of a Federal 
Reserve bank ¢ 

Mr. Hrrr. A class A director of a Federal Reserve bank is a banker 
who can be—he is elected by the member banks in one of the three 
groups. Banks are divided into groups 1, 2, and 3, according to the 
formula which has been set up for each reer Reserve bank as to 
the ¢ apits al structure of the bank, which will determine whether a 
member falls into a certain group. 

Senator Frear. In short a class A director represents the banking 
profession ¢ 

Mr. Hirr. That is right. 

Senator Frear. You were or still are president of two banks. Were 
you president of these two banks before they joined General Contract 
Corp. ¢ 

Mr. Hirr. I was. 

Senator Frear. Were those banks members of the Federal Reserve 
System ¢ 

Mr. Hirr. One was a State bank. No. Neither was a member of 
the Federal Reserve System. 

Senator Frear. Neither one was a member of the Federal Reserve 
System ¢ 

Mr. Hirrr. At the time we joined the General Contract Corp. 

Senator Frear. But you were a director of a Federal Reserve bank ? 

Mr. Hrrr. This is the way in which I was a member of the board of 
directors of the Federal Reserve Bank of St. Louis. The Bank of 
Zeigler at the time I was on the board of directors—I left the Federal 
Reserve in 1951, you see. I left the bank in 1937 and went in as an 
officer, and when you are an officer you cannot be a director, as you 
know. 

Senator Frear. Does General Contract. Corp. have diversified in- 
vestments? I mean, their investments are not limited to banks. Is 
that right ? 

Mr. Hrrr. That is right. 

Senator Frear. What are your other investments / 

Mr. Hirr. I would like to have Mr, McNearney answer that a little 
more specifically. 

Senator Frear. Fine. 

Mr. McNearney. Finance companies, loan companies, and insur- 
ance companies, sir. 

Senator Frear. In what area do those companies operate / 

Mr. McNearney. Through the Mississippi Valley, extending south- 
ward from St. Louis, in Tennessee, Missouri, Illinois, Arkansas, a 
little in Texas, Mississippi, Louisiana, and that area down through 
the Mississippi Valley. 

Senator Frear. In what State are you incorporated / 

Mr. McNrarney. Under the laws of Missouri. 

Senator Frear. Senator Bush. 
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Senator Busu. Mr. Hitt, you were president of these two banks 
before your affiliation with the General Contract Corp. Is that right? 

Mr. Hirr. That is true. 

Senator Busn. You have made clear the advantages to your stock- 
holders through this affiliation, and have made a very good case for 
that, I think. 

Mr. Hrrr. Thank you. 

Senator Busu. So that if anybody has to sell his stock he probably 
vets a realistic price for it rather than having to force it on the markets 
where they might get badly hurt / 

Mr. Hirr. That is true, Senator. 

Senator Busu. As against its real value. In what other ways have 
your banks benefited from this association besides that advantage to 
your stockholders ¢ 

Mr. Hirrr. Well, we feel and we know that we are in a position 
better to serve our communities as banks; and through this affiliation, 
or close family relationship—as I prefer to call it—with a group in 
St. Louis identified with General Contract Corp., we have contacts 
which will assist us in obtaining much-needed industries for the em- 
ployment of our unemployed. Specifically, so far as the banks are 
concerned, we are in a position to render increased and better service. 

Senator Busu. In what way? 

Mr. Hrrr. In being able, if you please, to have the benefit of all the 
experience of General Contract Corp. in consumer credit. In addi- 
tion to that, we have larger credit facilities available. 

Senator Busu. How does that come about ? 

Mr. Hirr. Well, that would come about in this way: That in the 
event, as I indicated in my statement, or attempted to indicate—in 
the event we have industries, farms, and corporations, as we do, in our 
area that need credit in excess of the amount that we as an individual 
bank can loan, we can interest our associates in handling a portion of 
that loan. 

Senator Busa. Who do you mean by your associates in this case ? 

Mr. Hrrr. I mean our associates would be the banks identified with 
General Contract Corp. 

Senator Busu. So that if you have an industrial company, let us say, 
in your area that wants credit in excess of what you can extend, you 
have a partnership arrangement, so to speak, that permits you to send 
them let us say to the bank of St. Louis, or something of that kind? 

Mr. Hrrr. That is true. 

Senator Busu. Do you ever make joint loans with other members of 
the general-contract family, or not? 

Mr. Hirr. We have not. 

Senator Bus. You do not make joint loans? 

Mr. Hrrr. No; we have not. 

Senator Busn. No joint credit arrangements are set up ? 

Mr. Hirr. No joint credit arrangements. 

Senator Busu. Therefore, if you sent a customer to them who was 
larger than you could handle, you would not take a piece of that loan ¢ 

Mr. Hrrr. Oh, yes; I would take a piece of that loan and they would 
take the remainder. 

Senator Busu. That is what I mean. 


Mr. Hrrr. They would take over and above the amount we might 
take. 
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Senator Busu. Then you do in effect participate with them in loans? 

Mr. Hrrr. We do not at this particular time, Senator, but I can 
envision 

Senator Busu. Have you in the past ? 

Mr. Hrrr. No; we have not. Wecame into this organization, as you 
know, in December 1954. There has never been an occasion wherein 
we have needed to touch that additional reservoir of credit as a result 
of our loaning operation. 

Senator Busu. How many other banks are there in the general- 
contract picture ¢ 

Mr. Hirr. Six. 

Senator Busu. You are a director of the General Contract Corp. 
vourself ¢ 
' Mr. Hirr. Yes, sir; I am. 

Senator Busu. Have any of them had participating loan arrange- 
ments with other members of the organization ¢ 

Mr. Hirr. I would rather Mr. McNearney answer that because of 
the historical picture. 

Senator Busu. Certainly. 

Mr. McNerarney. Yes, sir. There have been occasions when loans 
have been participated in. There have been occasions. 

Senator Busn. And you would consider that one of the advantages 
of this arrangement from the standpoint of your community ¢ 

Mr. Hrrr. That is right. 

Senator Busu. As well as your stockholders ? 

Mr. Hirr. That is right. 

Senator Busu. I have no other questions. 

Senator Frear. Is the General Contract Corp. registered with the 
Federal Reserve ¢ 

Mr. McNrarney. No, sir. 

Senator Frear. Why not? 

Mr. McNerarney. We do not have any Federal Reserve member 
banks. 

Senator Frear. Who are the officers of General Contract Corp.? 

Mr. McNrarney. Mr. Arthur Blumyer is president ; Mr. Walter E. 
Burtelow is executive vice president, and then there is a long list of 
vice presidents. There must be 9 or 10 of them. I can give them to 
you, 1f you would like it. 

Senator Frear. I would like to have it furnished for the record, as 
well as the board of directors, 

Mr. McNrarney. Yes. We can do that. 

(The information referred to follows:) 


GENERAL CONTRACT CORPORATION 


OFFICERS 


Arthur Blumeyer, president 

Walter E. Burtelow, executive vice president 
Jack G. Butler, vice president 

James 8S. Bush, vice president 

Bernard A. Ehrenreich, vice president 
Joseph F. Krebs, vice president 
Charles M, Liles, vice president 
Minard T. MacCarthy, vice president 
Jack W. Minton, vice president 

John ©. Seiler, vice president 

Walter G. Schuburg, vice president 
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Frank C, Blumeyer, vice president 
Daniel S. Hapke, secretary 

Leo H. Kueper, Jr., general auditor 
Stephen C, Janka, accounting officer 


DIRECTORS 


Jobn C, Baine, Jr., president, St. Louis Public Service Co. 

V. H. Bixby, partner, G. H. Walker & Co. 

Perey S. Block, vice president, Rice-Stix, Inc. 

Arthur Blumeyer, president 

rank C. Blumeyer, president, St. Louis Insurance Corp. 

Walter E. Burtelow, executive vice president 

James 8S. Bush, vice president 

Jack G. Butler, vice president 

Thomas H, Cobbs, Cobbs, Armstrong, Teasdale & Roos, attorneys 

Preston Estep, president, Transit Casualty Co. 

Gwynne Evans 

Howard T. Fuller, president, Illinois State Bank of Quincy 

Kugene M. Funsten 

O. 8. Heinecke, president, Jefferson-Gravois Bank of St. Louis 

KF. Guy Hitt, president, Bank of Benton; the Bank of Zeigler 

Paul Lb. Jamison, director, International Shoe Co. 

John F. Krey, president, Krey Packing Co.; vice chairman of the board, Amer- 
ican Meat Institute 

John P. Meyer, president, Northwestern Bank & Trust Co. 

Chris J. Muckerman, president, St. Louis Fire & Marine Insurance Co. 

James A. Reid, president, the Baden Bank of St. Louis 

Louis Renard II, vice president, Renard Linoleum & Rug Co. 

Hdward EF. Salmon, president, Commercial & Industrial Bank, Memphis, Tenn. 

(,. Harold Schreiber, president, Securities Investment Co. of St. Louis 

Stuart H, Smith, executive vice president, Securities Investment Co. of St. Louis 

‘rank A. Thompson, counsel, Thompson, Mitchell, Thompson & Douglas, atton 
neys; chairman of the board, St. Louis-San Francisco Railway Co. 

KLugene F. Williams, chairman of the board, Williams, Kurris Co., Inc. 

Senator Frear. Mr. Hitt, have you been a member of the board of 
directors since the time the two banks that you mentioned went in 
with General Contract Corp.¢ Were you made a member of the 
board at that time ? 

Mr. Hrrr. I was not. I was made a member of the board at the 
time of the annual election of the shareholders in May of this year, 
L think. 

Senator Frear. In your testimony, Mr. Hitt, did you want to cover 

2350 in any way, or does paragraph No. 7 on the last page of your 
full statement cover your opinion regarding S. 2350% 

Mr. McNrarney. M: ay I answer that, sir? 

Senator Frear. Surely. 

Mr. McNwarney. That is not intended specifically to apply to 
S. 2350. We had no occasion to examine 8. 2350 until we arrived here 
on ‘Tuesday, and we are not prepared to comment on it in any detail. 
We would be happy to furnish a supplemental memor andum if you 
would like it, sir. 

Senator Frear. If you care to and would want to give this com- 
mittee the benefit of your thinking along those lines 1 am sure they 
would be glad to have it. 

Mr. McNrarney. Thank you, sir. 

Senator Frrar. It is not compulsory, but we would like to have it. 

Mr. Wat.ace. Mr. Hitt, could you furnish the committee with a 
list of the banks held by the General Contract Corp., their location 
und principal offices / 

Mr. Hirr. We car 
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The information referred to follows:) 


Bank subsidiaries of General Contract Cor p 


Name Locatior } ' ffice 
, . ™ St. Louis, Mo Arthur Blumever. president 
Walter E. Burtelow, executive vice 
Jack G. Butler, vice president 


James 8. Bush, vice president 
Bernard A. Ehrenreich, vice pres 
Joseph F. Krebs, vice president 
Charles M. Liles, vice preside: 
Minard T. MacCarthy, vice president 
Jack W. Minton, vice president 

John C, Seiler, v president 

Walter G. Schuburg, vice president 
Daniel 8. Hapke, cashier 


Leo H. Kueper, Jr., general auditor 
Stephen C. Janka, accounting officer 
1 reon-Gravois Bank of St ak Walter E. Burtelow, chairman of board 
1 O. 8. Heinecke, president 


R. E. Andrews, vice president and cashier 
Bernard A. Ehrenreich, viee president 
5S. D. Harlan, vice president 
W. A. Martin, vice president 
Harry T. Schuessler, vice president and auditor 

Northwestern Bank & Trust do Jack G. Butler, chairman of the board 

( John P. Meyer, president 
George A. Speer, vice president 
Carl F. Lamwersiek, vice president. 
George F. Ellerbrock, vice president 
Bernard A. Ehrenreich, vice president 
John H. Klute, secretary and treasurer 
W. L. Gradel, auditor 
< State Bank of Quincy Quiney, Il Walter E. Burtelow, chairman of beard 

Howard T. Fuller, president. 
Frank Strieby, executive vice president 
R. N. Volm, vice president 
Bernard A. Ehrenreich, vice president 
H. J. Butzkueben, cashier 
R. W. Pipe, auditer 





nmereial & Industrial | Memphis, Tenn Walter E. Burtelow, chairman of board 
Bank of Memphis Edward E. Salmon, president 
Loran L. Wyatt, executive vice president 
' Eugene Dolan, vice president 





Bernard A. Ehrenreik vice president. 
William C. Catron, Cashier 
William F. Munday, auditor 





jank nton Benton, Ll F. Guy Hitt, president 
John R. Foster, vice president 
Vern V. Jones, vice president 
Arlie Murphy, cashier 

rt Bank of Zeigler Zeigler, 11) F. Guy Hitt, president 


R. R. Frazier, executive vice president 
Vallie Flack, vice president 
John W. Broadway, vice president 
Byron F. Fuller, cashier 

len Bank of St. Louis St. Louis, Mo Jack G. Butler, chairman of the board. 
James A. Reid, president. 
William H. Kruse, executive vice president 
Bernard A. Ehrenreich, vice president 
Ray H. Wahlbrink, cashier 
William Schaettler, auditor 


Mr. Wartace. Could you also furnish the committee with a list of 
the other companies which are controlled by the General Contract 
Corp., for example, the name of the finance company and the loan 
company and their principal offices ¢ 

Mr. McNerarney. Would this suffice, do you think? We have here a 
copy of the annual report of the General Contract Corp. which has 
all of that information here, and the officers and directors. 

Mr. Wataace. It may be you could pull that from the annual re- 
port. I do not think we would want the full annual report. 

Mr. McNearney. Just give us the details. Yes, sir. 
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Mr. Watxiace. I would like to ask for your comments on two items 
with respect to the justification for bank holding companies. You 
mentioned the value of diversification to the stockholders of the 
bank. You also said that through the bank holding company device 
you have made more credit available in either a depressed area or a 
new area, because of your connections with the bank. 

With regard to the diversification I wonder if by that you mean con- 
trol of the other companies, or merely investment in other com- 
panies. For example, I would like to know if by diversification you 
meant holding not more than 5 percent of the unidnateial stock in oil, 
chemicals, or something of that kind, or if by diversification you 
meant operating diversification. 

Mr. Hrrr. I can answer the last part of it. We do have operating 
diversification. There is no question about that. You do have also 
in our area, where I have outlined the fact that it is in the coal-mining 
region, areas Of a decline in income and in the number of employed. 
But you link up with other units that are operating in the large St. 
Louis area, where practically all of the other banks, or 4 of the 8 
banks are located—1 in Quincy, Ill., and 1 in Memphis—and imme- 
diately you get a diversification. 

Even if there was nothing other ~~ in bank stocks, and you tie to 
that the insurance companies of the area and the loan agencies that 
are operating over a wider area, you an diversifiction. Does that 
nswer your question ? 

Mr. Watiace. Yes. To some degree. TI would like to ask you, 
though, do your nonbank assets include financial organizations ? 

Mr. Hrrr. They are largely financial. 

Mr. Watiace. Do you think it would be a proper function of a 
bank holding company to control a department store, or a small steel 
company, or something of that type? Would that be a proper func- 
tion of a bank holding company ¢ 

Mr. Hirt. I doubt whether I am qualified to comment on that. 

Mr. Wauiace. As a matter of policy the General Contract Corp. 
does not control any such ? 

Mr. Hrrr. They do not as a matter of policy, and as a matter of 
actual practice. Ours are all financilly related businesses, that: is, 
businesses related to that of finance. You take your loan agencies 
and your finance companies; no one knows better than they, who 
are out in the hinterland trying to drum up business, of the competi- 
tion they have with offices 1 ated right near you in your own town 
of GMAC and CIT and others. 

Mr. Wauxace. What kind of an insurance company is it that Gen- 
eral Contract holds? 

Mr. Hrrr. Will you answer that, Mr. McNearney ? 

Mr. Watxacer. Is it life insurance or combat t ? 

Mr. McNwarney. No. it is fire and casualty of houses and auto- 
mobiles. 

Mr. Watuace. No life insurance? 

Mr. McNrarney. No life insurance. 

Mr. Wattace. How much of the business of this insurance company 
is written by members of the bank holding family of General Con- 
tract Corp.? 

Mr. McNrarney. I am not prepared to answer that question. I 
would say it is 
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Mr. Wattace. Would you say it is a substantial part ? 

Mr. McNearnery. A very substantial part. Yes. 

Mr. Waxnace. Does having this insurance company facilitate and 
make more readily possible credit to more people because of the fact 
that you are writing your own insurance’ Is that a form of financial 
integers ation ¢ 

Mr. McNearney. Very definitely and necessarily so. We originally 
created this insurance company ourselves. We did not go out and 
buy it. We set it up because of the difficulties we were having at 
various periods of time in getting adequate coverage for the bor 
rowers and people who were pure hasing automobiles on time. 

Mr. Watiace. Then, in your judgment, this is a form of financial 
integration which makes credit more available generally ¢ 

Mr. McNearney. That is correct. 

Mr. Watxace. More available than it would be if you had to deal 
with a separate insurance company with commissions, and so forth 
and so on? 

Mr. McNrarney. That is very true. 

Mr. Wauxace. There is one other question 1 would like to get a 
comment on. You pointed out the advantage of tying in with a 
bank holding company with banks all over a larger area, especially 
in the case of the Bank of Zeigler and the Bank of Benton, they 
being in coal-mining areas which at the moment are rather depressed. 
Suppose you were not tied in with this bank holding system. Could 
you not still approach other banks with respect to getting additional 
credit ? 

Mr. Hrrr. You mean banks in larger areas? 

Mr. Watiace. Chicago and St. Louis. 

Mr. Hrrr. We could approach other banks. Yes, sir. 

Mr. Wat.ace. I merely want your comment on this. If the credit 
you need is more readily available through the bank holding company 
than it is through a separate bank, is there any implication that it 
might not be as good a risk? 

Mr. Hrrr. No. I think not. Here is the advant: age in that. You 
have to start from scratch when you go to a correspondent bank 
with an application for a loan from one ‘of the prospective borrowers 
when the amount of the loan is in excess of the legal lending limits 
of the institution. Through the association we may have, let us say, 
a line of credit extended which equals two-thirds or one-half of our 
legal limit. That loan and that system and the operation of that 
company become familiar to you so that when you step on up to 
an amount in excess of the amount of your legal limits you have got 
a bit of understanding as a base to proc eed from. 

I have had experience in making loans on a participating basis 
with correspondent banks. It is all very well when everything is 
going good. But when the going gets tough you have got to be 
Government bonded. Not nec essarily, but it has to be exe ceptional 
to be able to get the participation. That has been my experience. |] 
do not know what other people have had, but that is mine. 

Mr. Wauuace. Thank you very much. 

Senator Frear. Thank you very much, Mr. Hitt. 

Mr. Hirrr. Thank you. 

Senator Frear. We are glad to have had you with us. 
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Mr. Benjamin Levinson, president of Michigan Mortgage Corp., 
of Detroit. Good morning, Mr. Levinson. Do you have anyone 
with you you would like to have associated with you ‘ 


STATEMENT OF BENJAMIN LEVINSON, PRESIDENT, MICHIGAN 
MORTGAGE CORP., DETROIT, MICH. 


Mr. Levinson. No, sir. Iam all by myself. Thank you, sir. 

Senator Frear. We will not try to take any undue advantage of a 
man who appears alone. 

Mr. Levinson. I am sure you will not, Senator. This is my first 
experience at a committee hearing. My talk is for the full committee, 
so you will understand some of my comments are made in that way. 

Senator Frear. You may proceed in the manner in which you think 
it best to proceed, 

Mr. Levixson. Thank you. Mr. Chairman and esteemed members 
of the Senate Banking and Currency Subcommittee, my name is 
Benjamin Levinson. I come from Detroit and am president of the 
Michigan Mortgage Corp., and also the mortgage consultant to the 
Michigan Teamsters Union, and the mortgage and housing con- 
sultant of the AMVETS, American Veterans of World War II and 
Korea, Department of Michigan. 

Senator Frear. What do you mean by that, “Department of Mich- 
igan”’¢ 

Mr. Levinson. Well, sir, I donot represent them nationally. 

Senator Frear. Oh, I see. 

Mr. Levenson. IL represent them in the State of Michigan. 

Senator Frear. The Veterans of World War II for the Department 
of Michigan. I understand. 

Mr. Levinson. That is right. 

Senator Frear. Yes, sir, you may proceed. 

Mr. Levinson. I am most grateful for the opportunity to appear 
before vou and present these few facts in the time that has sen 
allotted me to speak. May I first read, for the benefit of this fine 
assembly, my recent telegram to some of the members of your com- 
mittee / 

I beg your support in preventing the passage of the bank holding company 
legislation known as S. 880 and H. R. 6227. Hearings on this bill before the 
Senate Banking and Currency Subcommittee, I understand are due to com- 
mence July 5, 1955. Beeause I am primarily interested in housing for veterans 
and for workers in the medium and lower income groups, I vigorously protest 
the passage of this legislation. The national life insurance companies and chain 
hanks have made hundreds of millions of dollars available for GI and FHA 
housing 

I neglected to mention, gentlemen, in my telegram, and this was a 
serious omission, that the Occidental Life Insurance Co. of Cali- 
fornia, and its policyholders and representatives, as well as Trans- 
america, its stockholders, and the public, have made a tremendous 
contribution to minority group housing, to Negro housing, to be spe- 
cific, because they have taken from our modest little company alone 
a substantial amount of Negro loans, both GI and FHA. 

To go on with my telegram : 

To impose the Federal restrictions as indicated in 8S. 880 drastically limits in 
several ways the power of a sovereign State to decide how the banking business 
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within its borders should be conducted, There are many other serious objections 
to this legislation which I shall call to your attention in a letter. 

I ask you to please use your good office immediately to at least postpone this 
bank holding legislation until you are further acquainted with the harm it will 
do. I hope to have the opportunity to speak to you personally regarding the 
above comments. 

That is the end of my telegram, and I am most delighted to appear 
before this august body so soon after sending this wire. 

Because the time allotted me is rather brief, Twill try not to general- 
ize and will concentrate my comments in behalf of Transamerica, and 
particularly the Occidental Life Insurance Co., and against the pro- 
posed legislation. : 

It may interest you to know factually, gentlemen, that Best’s Life 
Insurance Reports, a statistical and factu: al annual publication which 
is a recognized authority on all life-insurance companies, reports as 
follows in its 1955 edition, and I quote, regarding the Occidental Life 
Insurance Co. of California: 


INVESTMENT DATA 


Mortgages: 47 percent of admitted assets ; $2,676,928 in farm mortgages, $214,- 
327,251 in other than farm properties; FHA mortgages 
and this is so important to the American worker in the middle and 
lower income groups. I repeat— 


FHA mortgages, over $86 million. 


VA mortgages—gentlemen, they mean by that GI mortgages. The 
most important objective, the dearest. thing to the heart of our vet- 
erans, is home ownership. You gentlemen in Congress gave them 
the GI bill of rights. In this bill you guaranteed that if the »y earned 
for themselves an honor able discharge from our armed service and had 
a wholesome record in civilian life, they could obtain a home with 
a GI mortgage. 

Shall I tell you how difficult it is today for a GI to get a mortgage? 
[ should know. I have been in the mortgage banking business for 
close to 20 years, and I have represented the veterans in their housing 
problems for these past 10 years. 

But to go on with the investment data for the Occidental Life 
Insurance Co. of California: 


VA MORTGAGES, OVER $51 MILLION 


Do you realize how many homes that means for veterans? Do you 
realize the magnitude of the homes for both the aver: ige Joe working- 
man and the GI when you combine the FHA and GI mortgage invest- 
ments of Occidental Life Insurance Co.? They have made possible 
the private homeownership of over 20,000 homes, and this is exclusive 
of the thousands of homes they have made available with conventional 
type mortgages. 

In our own modest little company we service over $70 million in 
FHA and GI mortgages. Over $6 million worth of these mortgages 
are held by the Occidental Life Insurance Co. of ( alifornia. I am 
extremely grateful for the opportunity to tell you gentlemen, and 
for the record, ny a substantial part of these mortgages are for 
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Negro occupancy, and that this company did not discriminate, did not 
fix quotas, and are making it possible for our great country to be a 
country of homeownership. Because we are a country of homeowner- 
ship and have the security of our own firesides, our children will not 
be taught foreign “isms and scisms,” but they will be taught that 
America is a country of free enterprise. 

Should the Senate restrict Transamerica and Occidental Life In- 
surance Co. from doing business in foreign States, this great enter- 
prise of home building which has been one of the greatest factors in 
our economy, will be doomed. 

Gentlemen, it is very elementary. Small banks, or even large banks 
in any one community, cannot under any circumstances take care of 
the housing needs of their community. 

Why do you want to restrict and censor any organization of this 
kind that is the personification of American enterprise and is render- 
ing such a magnificent service, not only to the veterans of the State 
of Michigan, but to the workingmen and veterans throughout the 
country ¢ 

Why do you want to penalize the stockholders and the representa- 
tives of these two fine companies. 

Incidentally, and I am most emphatic about this, I would like 
to point out that we have a very substantial escrow account of the 
Occidental Life Insurance Co. in our office. This substantial amount 
of money is banked with the National Bank of Detroit. We were 
never told by Occidential or Transamerica where to bank their monies. 
We were never told to invest this money for them. 

As a matter of fact, several of the other institutions that we 
represent have dictated to our company what institutions in Detroit 
they would like us to escrow their monies with. 

I would also like to mention that we do not have an insurance 
department. You, of course, know, gentlemen, that every home on 
which a mortgage is made has various types of insurances. The indi- 
vidual builder that we do business with takes care of his own insurance. 
We were never instructed by Occidental or Transamerica to go into 
the insurance business or to direct the insurance. 

[ know that many of you gentlemen of this committee are vitally 
interested in housing, both public housing and privately owned hous- 
ing. The Occidental Life Insurance Co., with the background of 
Transamerica, I repeat, has made an outstanding contribution to 
privately owned housing that is commendable. Please bear in mind 
that they have perhaps done one of the finest and most decent gestures 
in the country relating to housing in the amout of Negro mortgages 
that they have taken not alone from my company, but from many 
others throughout the country. : 

I know that you gentleman are fair, and I know that you gentlemen 
are interested, vitally so. I have had the pleasure and the personal 
good fortune to be closely associated with Senators and Congressmen, 
and I know that you will analyze all statements and give ample 
thought to all pros and cons before you arrive at a conclusion. 

One final comment, gentlemen, please, and incidentally I recently 
wrote to Senator Fulbright at quite some length about this. : 

Do you realize that there are certain monopolies existing, made 
possible with a Government franchise of the FHA, that today certain 
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avaricious and unscrupulous individuals control monopolies consisting 
of residential building companies, mortgage companies, insurance 
companies, land developers, and real estate companies. Do you gen- 
tlemen know that many of these individuals were cited in the recent 
Capehart hearings as recipients of colossal windfall profits and other 
profits of a rather peculiar nature? 

Do you know that the banks are today not buying GI and FHA 
mortgages? There isa tremendous discount. Do you also know that 
most recently most banks refused to accept 30-year term mortgages, 
but not Occidental ¢ 

Before you act to restrict the functions of the great Transamerica 
and the Occidental Life Insurance Company of California, find out 
about their contribution consistently to homeownership, and I say 
that you will bestow upon them plaudits and accolades rather than 
trying to restrict their operations. 

Thank you, gentlemen, for permitting me this opportunity to ex- 
press these comments. 

Senator Frear. I think I have just one question, Mr. Levinson. 
What percentage of the mortgages on homes of your company are 
FHA and VA ¢ 

Mr. Levinson. We make only that type of mortgage, Senator. 

Senator Frear. You do not make any direct loans? 

Mr. Levinson. We make no conventional-type mortgages. 

Senator Frear. Why do you restrict it to FHA and VA? 

Mr. Levinson. We do not represent any companies for conventional- 
type mortgages. We went into this business at the inception of FHA 
when the local banks refused to make such mortgages. 

Senator Frerar. Is it because they are Government-insured or guar- 
anteed ? 

Mr. Levinson. That would have nothing to do with us, sir. All we 
do is service the mortgages. 

Senator Frear. I see. Thank you very much, sir. Glad to have 
you with us. 

Mr. Levinson. Thank you. 

Senator Frear. The next witness is Mr. Bayless, of Arcadia, Fla. 
He is accompanied by the senior Senator from Florida, Senator 
Holland. 

I certainly welcome you to this subcommittee, Senator Holland, and 
also Mr. Bayless. 


STATEMENT OF SPESSARD L. HOLLAND, A UNITED STATES SENATOR 
FROM THE STATE OF FLORIDA 


Senator Hotianp. Thank you very much, Senator Frear. 

May I just briefly tell you about the witness, Mr. Bayless. He is 
the president of the Eidmeolidated Naval Stores and Consolidated Land 
Co., which since my early boyhood—and I am a native of Florida— 
has been one of the very large development agencies of our State, cre- 
ating values where none before existed. Mr. Bayless himself has been 
a civil servant of great effectiveness. He has been chairman of our 
State road department under Governor Caldwell, whom you know. 
Senator Frear. Yes. 
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Senator Hotianp. He has been more recently chairman of our State 
agency that handles the State part of the flood control operations in 
Florida. He is regarded as one of our finest citizens. 

Because of the fact that I felt that this act was never designed to 
affect a situation such as that which is presented in investments of his 
company, I wanted him to personally appear and give to this com- 
mittee the benefit of the situation that exists there which must, of 
course, be duplicated in other parts of the United States. I will be 
glad for youtohearhim. I appreciate your kindness. 

Senator Frear. Senator Holland, we are mighty happy you ac- 
companied Mr. Bayless here, and would be mighty happy if you would 
sit with the members of this subeommittee. 

Senator Hottannp. Thank you very much. 

Senator Frear. Mr. Bayless. 


STATEMENT OF F. ELGIN BAYLESS, PRESIDENT, CONSOLIDATED 
NAVAL STORES CO., SEBRING, FLA. 


Mr. Baytess. Thank you, Senator. 

As Senator Holland told you, I am president of Consolidated Naval 
Stores Co., with headquarters in Sebring, Fla. With your permis- 
sion, I will just read this little brief which I will file with you. 

On behalf of Consolidated Naval Stores Co., we wish to ask for an 
amendment clarifying the definition of “bank holding company” as 
contained in S. 880 and H. R. 6227. We are satisfied from the report 
of the House committee on H. R. 6227, and from the language used in 
S. 880 itself, that neither S. 880 nor H. R. 6227 was ever intended to 
cover or embrace corporations such as Consolidated Naval Stores Co., 
but the language used in the bill now under consideration by your 
committee in its present state is broad enough to cover such corpora- 
tions. 

In the hope that an amendment will be considered and adopted 
that will eliminate corporation such as Consolidated Naval Stores 
Co. from the effect of the bill, we respectfully submit the following: 

Senator Frear. Mr. Bayless, I do not want to interrupt you, but will 
you have a suggested amendment? 

Mr. Baytess. Yes, sir. 

Senator Frear. Thank you. 

Mr. Bayxiess. Consolidated Naval Stores Co. was organized more 
than 50 years ago with capital stock of $1 million. Its organization 
was brought about by a number of men interested in the gum naval 
stores business. The purpose of the organization was to finance and 
otherwise assist naval stores operators who were producing gum 
turpentine and rosin. This company prospered over the years and 
put back into the assets thereof a large portion of its earnings. 

The time came, however, by reason of development of the wood 
naval stores business, that is, turpentine and rosin made from stumps, 
and other economic conditions, that the profits of the company began 
to decrease; therefore, it officers began to look around for other in- 
vestments. It acquired title to tracts of timber, engaged in the cat- 
tle business on a large scale, thereby developing land that it owned. 
It bought and set out large citrus holdings on land that it owned. Its 
surplus funds were also invested in a meat-packing plant. 
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I might say we own around 1,400 acres of citrus. We have a citrus 
packinghouse in connection with this operation. 

Senator Frear. Do you own any banks? 

Mr. Bayzess. Not entirely; no, sir. 

About 24 years ago, at a time when the company had quite a large 
sum of surplus money, an opportunity was presented to purchase a 
fraction over 34 percent of the stock of the Barnett. National Bank of 
Jacksonville, and shortly thereafter it was offered the controlling 
interest in a small bank of $25,000 capital, situated at Lake Placid, 
Fla., where the company had extensive interest. The stock was pur- 
chased and for over 24 years the Barnett National Bank and Tropical 
State Bank stock has been held strictly as an investment, with no 
idea of engaging in the bank holding business. 

At the time of the acquisition of the stock of the Tropical State 
Bank there were, my recollection is, four other banks in the county 
in which Consolidated Naval Stores Co. had no interest and it at- 
tempted to acquire no interest therein. After the collapse of the 
1925 boom in Florida, the other banks in the county closed up. How- 
ever, Consolidated Naval Stores Co. stood behind the Tropical State 
Bank and it weathered the storm. Later it was moved to Sebring, 
the county seat of Highlands County, and is now a thriving little in- 
stitution, which through loans and other assistance contributes to 
the development of that area. 

The Tropical State Bank has strong competition in the county 
from another bank located at Avon Park, about 10 miles north of 
Sebring, and the Barnett National of Jacksonville has extremely 
strong competition from various small banks in the city and particu- 
larly from 2 large banks that have considerably more deposits than 
the Barnett National Bank. 

Incidentally, those banks are the Atlantic National and the Florida 
group in Jacksonville. 

Senator Frear. How many are in that group, total / 

Mr. Bayess. In the Florida group? 

Senator Frear. Yes. 

Mr. Baytess. I think they have about 23 banks. I am not sure. 

Senator Frear. Just to get myself clear on this, if you will just 
restate your position or the position of the bank that you have just 
mentioned in relation to the Florida group. 

Mr. Bay.ess. We own approximately 34 percent of the Barnett 
National Bank in Jacksonville. The Barnett National Bank is in the 
city of Jacksonville. It has two banks that are larger than Barnett. 
One is Atlantic National, and the other is the Florida group of banks. 

Senator Frear. Then the Barnett Bank has no direct connection 
with the Florida group ? 

Mr. Bayzess. No, sir. 

Senator Frear. Thank you. 

Mr. Bayxess. Incidentally, I understand that the Florida group of 
banks, or the group of Florida banks, are exempt from the provisions 
of this act because they are in the DuPont Trust. 

Senator Frear. Well, there has been some doubt of that? 

Mr. Baytess. Yes. Well, that is my understanding anyway. 

Senator Frear. The preponderance of opinion, however, I think, is 
that they are exempt. 
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Mr. Baytess. Yes, sir. 

The Consolidated Naval Stores Co. nursed the Tropical State Bank 
along for years after the collapse of the 1925 boom, and for fully 20 
years no dividends were declared, and for quite a period after the 
boom collapsed there were no earnings of any consequence. 

The Barnett National Bank of Jacksonville is one of the oldest 
banks in the State. It was established in 1877. It has always followed 
conservative, sound policies, and the same policies that were in effect 
when Consolidated Naval Stores Co. bought its stock in the bank are 
largely in effect today. It is true that E. D. Treadwell, chairman of 
the executive committee of the Consolidated Naval Stores Co., is presi- 
dent of the Tropical State Bank, but the bank is located about 50 miles 
from his home, which is in Arcadia, Fla., and therefore the actual 
operation of the bank is under the control and in charge of Mr. R. O. 
Turner, executive vice president of the bank. Eight out of the ten 
directors of the bank are local businessmen who have no stock or 
interest in Consolidated Naval Stores Co. 

As to the Barnett National Bank of Jacksonville, it is about 250 
miles north from the offices of Consolidated Naval Stores Co., which 
are in Sebring, Fla. The president of the ae F. Elgin Bayless, 
who is a director of the Barnett National Bank, and E. D. Treadwell, 
chairman of the executive committee, who is likewise a director, alter- 
nate in attending the monthly meetings of the directors, which means 
each of them attend about six meetings a year. The officers of the 
Barnett National Bank have complete charge of the operation thereof, 
subject to the supervision of the board of directors, who are inde- 
pendent businessmen of Jacksonville and the surrounding area with 
the exception of Mr. Bayless, president of Consolidated Naval Stores 
Co., and Mr. Treadwell, chairman of the executive committee thereof. 
There are 24 directors on that board. 

The chairman of the board of the Barnett National Bank has been 
connected with that bank for 45 or 50 years. In fact, he has worked 
for it since he was about 15 years of age. The president of the bank 
has been connected therewith for over 30 years. The executive vice 
president has been with the bank all of his business life. There are 6 
vice presidents who have been connected with the bank over 25 years, 
with one exception, who has been with them for over 20 years. 

Neither Consolidated Naval Stores Co., its president, nor the chair- 
man of its executive committee has ever attempted to control the 
operation of the bank. Consolidated Naval Stores Co. is thoroughly 
satisfied with the management of the bank, which management is 
practically the same as it was when it bought its stock more than 24 
years ago, and Consolidated Naval Stores Co. does not want the re- 
sponsibility of attempting to interfere with the management of the 
bank, and, in fact, has very little voice in the affairs of same. As 
above stated, it holds the stock in the bank purely as an investment, 
which it is satisfied with, and it would dislike to have to part with 
same. 

The value of capital investment of Consolidated Naval Stores Co. 
over a period of more than 50 years has grown to a book value of over 
$9 million. Of this, only 15.3 percent of such book value of its capital 
stock is invested in ban wed ig The rest is invested in various en- 
terprises as above indicated, and it has large investment in Govern- 
ment bonds and considerable cash. 
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Consolidated Naval Stores Co. has been active in practically every 
movement that has meant the growth and development of Flordia. 
It is not a bank holding company, never did and does not now have 
the slightest idea of becoming one. 

We think it is obvious that neither the Senate nor House bill dealing 
with bank holding companies was ever intended to interfere with or- 
dinary transactions of business by corporations such as consolidated 
Naval Stores Co. To do so would serve no good purpose and would 
not correct the evil being aimed at by the Senate and House bill. 

Therefore, we venture to hope your committee will accept an amend- 
ment to the definition of “bank holding company” which will provide 
in effect that a corporation having less than—and we suggest 20 per- 
cent instead of the 16—20 percent of its capital invested in bank stock 
shall be exempt. 

Senator Frear. Mr. Bayless, that is your proposed amendment that 
you have just read ? 

Mr. Bayuess. Yes, sir. 

Senator Frear. Are you familiar with an amendment that Mr. 
Haley offered in the House ? 

Mr. Bayzess. Yes, sir. 

Senator Frear. Would you like to comment on that ? 

Mr. Bayxess. The amendment which was offered by Congressman 
Haley provided that any company would be exempt in which 75 per- 
cent or more of its assets are composed of holdings in the field of 
agriculture, forestry, or both. As far as our present situation is con- 
cerned, that would take care of us very nicely. 

Senator Frear. In other words, if you made yours 25 percent it 
would just about make the difference ? 

Mr. Baytess. Yes, sir. 

Senator Frear. But you think 20 percent is all right? 

Mr. Bayuess. Yes, sir. 

Senator Frear. Do you own stock, or does your company, the Con- 
solidated Naval Stores Co., own stock in any banks other than the 
Barnett National Bank of Jacksonville? 

Mr. Bayiess. The Tropical State Bank of Sebring. Yes,sir. We 
own about 80 percent of the stock of the Tropical State Bank of 
Sebring. 

Senator Frear. About 80 percent of that bank? 

Mr. Baytess. Yes, sir. 

Senator Frear. And about 

Mr. Bayxess. Thirty-four percent of the Barnett. 

Senator Frear. Thirty-four of the Barnett? 

Mr. Bayxess. That is right. 

Senator Frear. They are the only two? Do you have any bank 
stock ? 

Mr. Bayuess. We have bank stock that does not approach anywhere 
near the 25 percent. 

Senator Frear. Of the 15.3 percent—— 

Mr. Baytess. That includes the Tropical stock, the Barnett stock, 
and such other bank stocks as we own. 

Senator Frear. Of the 15.3 percent, what part would the stocks of 
the two banks you mentioned amount to approximately ? 

Mr. Bayuess. About 13 percent. 
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Senator Frear. Then it is a little over 2 percent that would be in 
other banks? 

Mr. Baytuess. Yes, sir. 

Senator Frear. Senator Douglas? 

Senator Doucias. No questions. 

Senator Frear. Thank you very much, Mr. Bayless and Senator 
Holland. 

Senator Hottanp. Might I just supplement one part of his state- 
ment ¢ 

Senator Frear, You may. 

Senator Hotianp. I happen to know something of the stabilizing 
value that the taking over the control of the Tropical State Bank, 
then in Lake Placid, Fla., now moved to Sebring, Fla., meant to that 
part of Florida. It was immediately after the collapse of the boom. 
That area is immediately adjoining my own home. I was a small 
stockholder in the Tropical State Bank. I was unable to put up 
additional funds which were required of all stockholders and was very 
glad that the Consolidated came in. I was glad to turn my stock, 
as were many other local holders, over to them. 

It is a fact, as stated by the witness, Mr. Bayless, that that bank 
was enabled to be stabilized and weathered the storm when other 
banks in that area without exception collapsed in that troublesome 
period. 

In my judgment, the coming in of that company was a great boon 
to the businessmen of that whole area and was the only measure with 
which I was familiar by which that bank could be stabilized and could 
weather that particular storm. 

It was, of course, to their interest to do that because the larger 
part of their investments, citrus groves, lands, cattle and grazing 
lands, lay in that county. 

Senator Frear. Thank you for your comment, Senator. 

We also appreciate your appearance here, Mr. Bayless, and your 
testimony, and I can assure you that your suggested amendment will 
certainly have consideration. 

Mr. Baytess. Thank you, sir. I appreciate your delaying my 
appearance here so I could attend the other. 

Senator Frear. Surely. 

Mr. Baytess. Thank you very much. 

Senator Frear. Mr. Melvin F. Lanphar, of Detroit, Mich. 


STATEMENT OF MELVIN F. LANPHAR, PRESIDENT OF MELVIN F. 
LANPHAR & CO., AND LANPHAR AGENCY, INC., DETROIT, MICH. 


Mr. Lanpnar. Mr. Chairman and members of the Subcommittee 
on Banking, my name is Comdr. Melvin F. Lanphar. I am president 
of Melvin F. Lanphar & Co. and Lanphar Agency, Inc., Detroit, Mich. 
My business is that of mortgage loan correspondent for life insurance 
companies and banks and general agent for the Occidental Life Insur- 
ance Co. of California. I established this business 31 years ago, and 
we have been mortgage loan correspondent and general agent for the 
Occidental Life Insurance Co. of California for approximately 20 
years. Occidental is owned by Transamerica. I am also an investor 
in bank stocks and the stock of bank holding companies. 
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I am opposed to S. 880, H. R. 6227, and S. 2350 because of the detri- 
mental effect which I think such bills w ould have on my business if 

assed by Congress. 

Under Transamerica’s ownership of the Occidental Life Insurance 
Co. of California, the company has prospered and so have its agents 
and mortgage loan correspondents. Their management policies are 
outstanding by comparison with all the other life insurance companies 
that we have had the privilege of representing. 

In most towns or cities outside of the large metropolitan areas, 
especially in one-bank towns, there is usually a shortage of bank capi- 
tal. In these towns the banks are not large enough to adequately serve 
ihe needs of the locality. Banks which are fortunate enough to have 
their stock owned in whole or in part by a bank holding company can 
more readily service their community. Bank holding companies, 
through their experienced personnel, are able to give investment coun- 
sel and advice to affiliated banks on mortgages, bonds, insurance, 
fidelity bond coverage, pension plans, accounting, office routine, and 
many other methods of help. They are able to m: ake loans that would 
not be possible without their affiliation with a bank holding company. 
All of this inures to the benefit of the locality in which the affiliated 
bank is located. 

Under the United States Government’s defense plan of diversifica- 
tion of industry, it becomes even more necessary now that cities and 
towns outside of the large metropolitan areas have proper financing 
available for industry as well as new homes and businesses. As a 
former owner of a country bank—and for 25 years a director of a 
[Detroit bank—I originated the slogan that “A Town Is No Better 
Than Its Bank.” And how true that is. If industry, business, or an 
individual cannot secure financing in his own town, he really has no 
place to turn to with the result that unless he can finance from his own 
bank, no matter how worthy his project may be, he usually has to 
give up. 

Where banks are affiliated with a bank holding company they are 
able to secure the necessary cooperation in making loans and the 
development and economic growth of the community. Tn other words, 
a bank holding company acts to make loans available in localities 
where they would normally not be possible to secure. 

It is my opinion that bank holding companies are one of the greatest 
forces for economic growth and good that we have with us today. 
What we need is more bank holding companies and not less. Their 
benefits have already become well known to those who have had the 
privilege of using their facilities. They have also furnished needed 
competition in inducing independent banks to provide more services 
and facilities for their customers. 

In other words, bank holding companies act to provide capital where 
it is needed and investments where they are needed. It seems to me 
that the only objection that anyone could have to bank holding com- 
panies would be those independent bankers who either do not under- 
stand their obligation to the community or who lack the courage or the 
initiative to do a good job. When I owned the Romeo Savings Bank, 
Romeo, Mich., I operated it just as though there were another bank 
across the street. However, most bankers don’t operate that way and 
only provide services and facilities to the customers when they ara 
forced by competition to do so. 
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There is plenty of evidence of the economic good that has come to 
localities served by banks affiliated with a bank holding company. 

Actually, there is no particular difference between a bank holding 
company owning all or part of the stock of a bank than if an individ- 
ual were to own it, except that if a bank holding company owns the 
stock then the management of the bank holding company is under the 
direction of a board of directors and not one man. There are many 
one-man banks in the country that are not operated on the same high 
standards that corporate bank holding companies require of its affili- 
ated banks. While the local officers operate the bank they get support, 
help, and direction from the central office when needed. 

In towns where there is more than 1 bank with 1 or more of the banks 
affiliated with a bank holding company the competition is still good 
for both or all of them. The automobile business and all other usi- 
nesses seem to thrive on competition and why should banks be put in 
any different category? Why should they be protected against compe- 
tition? I always thought that competition and the free enterprise 
system was one of the fundamental principles of our Government. 

Bank holding companies were organized to meet a need and not just 
for profit. There are many types of holding companies other than 
bank holding companies, most of them providing specialized help to 
their affiliated companies. Diversification is desirable in a holding 
company’s portfolio as well as in a bank’s portfolio. Bank holding 
companies invest in banks, insurance companies, and other kinds of 
businesses all for diversification as well as profit. I believe the his- 
tory of these companies shows that they have been a terrific force for 
good in the community in which they operate and with no criticism 
of their operation except from a competition standpoint from the 
independent bankers who do not wish to provide their communities 
with the services that the communities are entitled to. 

The country is growing faster than its small-town banks are, and 
a town cannot grow any faster than its banking facilities. Bank 
holding companies provide this fluid capital that is so necessary to 
the growth of so many towns and cities. New highways, national 
and civilian-defense needs and plans, all lead to the growth of towns 
and cities away from the metropolitan areas. Here again banking 
facilities are the crux of the growth of all of these areas. 

When the FHA was first introduced, the out-State banks at Michi- 
gan would not make FHA loans. My company decided that we 
would make them so we opened up about 20 offices throughout the 
State. As soon as we started melting these loans, the local banks 
became interested and before long our competition forced them to 
make loans. The same thing happened on GI loans. The banks 
didn’t care to make them because it was too much work, but just as 
soon as we started making them they were willing to do the same, all 
of which was good for the GI and the economy of the town. Compe- 
tition is good for all businesses. 

I am pleased to say that I have been doing business with Occidental, 
and with Transamerica, Northwest Bank Corp., and other bank 
holding companies for years and have only good to say for their 
method of operation. They have never directed the placing of the 
fire insurance covering the loans they bought from us nor have they 
told us where to deposit the escrow funds on the loans we service for 
them. In contrast, one large independent life-insurance company 





GEO RARE 5 BN SAREE oe 


aE Se. 


slew 


ane 


a 


Ae 0 


Re CA ABE *: 


eere 


osabdegev 


boat Salt 


CONTROL OF BANK HOLDING COMPANIES 259 


for which we are servicing loans requires that we sent our escrow 
funds all the way to Cleveland for deposit instead of permitting us to 
deposit them in a Detroit bank of our choosing. 5 

In conclusion, while I do not pretend to be an expert in the field of 
bank holding company activities and regulation, my experience as ¢ 
businessman leads me to believe that the proposed legislation is un- 
necessary and potentially harmful. I understand that bank holding 
companies are already subject to extensive Federal and State regu- 
lation and I cannot see how passage of these bills can have any except 
harmful results to the national economy. 

Thank you for the opportunity which you have given me to express 
my views. 

‘Senator Frear. Mr. Lanphar, on page 4 of your testimony you said 
you owned at one time the Romeo Savings Bank at Romeo, Mich. 
~ Mr. Lanruar. That is correct, sir. 

Senator Frear. You do not now own it? 

Mr. Lanpuar. I sold it. 

Senator Frear. You sold it? 

Mr. Lanrpnar. Yes, sir. 

Senator Frear. May I ask you why you sold it? 

Mr. Lanprar. It was a personal reason. I would be glad to give it. 

Senator Frear. I will not press the question. 

Mr. Lanrpnar. It had nothing to do with the operation of the bank. 
The village drilled a well next to my property and took my water. I 
was forced to sue them. As a result, half the people thought I was 
right and the other half thought I was wrong. I did not want to 
continue owning a bank in a town where people thought I was wrong, 
beceuse I can make money any place. 

Senator Frear. I see. 

Mr. Lanrnar. I mean that is it. 

Senator Frear. When you owned the Romeo Bank, was it a mem- 
ber bank or not. 

Mr. Lanrpuar. Member of the Federal Reserve System ? 

Senator Frear. Yes. 

Mr. Lanrpnar. It was. 

Senator Frear. Is it still a member? 

Mr. Lanpnar. It still is, and FDIC. When I owned it, we built 
it from a little over a million when I bought it to 4 million when I sold 
it, and that was in a period of 4 years, when I returned from active 
duty in the Navy 

Senator Frear. Senator Douglas? 

Senator Doveras. There is one question I would like to raise. At 
the bottom of page 3 you say, “It seems to me that the only objection 
that anyone could have to bank holding companies would be those 
independent bankers who either do not understand their obligation 
to the community or who lack the courage or the initiative to do a 
good job.” 

You are aware of the fact, are you not, that the Independent 
Bankers Association of America is opposed to bank holding com- 
panies? Also the Independent Bankers Association of the 12th Fed- 
eral Reserve District? 

Mr. Lanpnar. I am speaking not of the Independent Bankers As- 


sociation ; I am speaking of the bankers who are not affiliated with a 
bank holding comany. 
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Senator Dovexas. I understand. 

Mr. Lanpnar. That is what I mean. I am not speaking of any 
association. 

Senator Dovue.as. You say that those who are opposed to bank hold- 
ing companies would be independent bankers who do not understand 
their obligation to the community or lack the courage or initiative to 
do a job. There are 5,400 banks, as I understand it, which are mem- 
bers of the Independent Bankers Association of America, and there 
are several hundred banks that are members of the Independent 
Bankers Association of the 12th District. It seems to me that in 
your enthusiasm what you are charging is that these approximately 
6,000 banks either do not understand their obligations to the com- 
munity or lack the courage or initiative to do a job. 

Mr. Lanpuar. No, I am not speaking 

Senator Doveias. Because these groups are very much opposed to 
bank holding companies. 

I remember the speech of Edmund Burke which he delivered in the 
British Parliament prior to the Revolutionary War, in which he 
said he knew of no way to indict a whole people. Aren’t you indicting 
the inde ‘pendent banking fraternity when you say that only those who 
are not doing a job or “do not understand their obligations or lack 
courage and initiative would object. 

Mr. Lanpuar. If that was the inference, sir 

Senator Doveras. Isn’t that a little bit severe? 

Mr. Lanpnar. If that is the inference, that is not what I intended. 
What I am talking about is individual bankers in individual instances 
in towns and cities who will not or cannot do a job for their com- 
munities. I have a case in point right now. 

Senator Doveras. Does Transamerica own any banks in or near 
Detroit ? 

Mr. Lanrenar. Not to my knowledge. 

Senator Dovenas. So you are an outpost, so to speak, of Trans- 
america ¢ 

Mr. Lanrnar. No, we represent Occidental Life, which is 
owned—— 

Senator Doveras. I understand. 

Mr. Lanruar. A life insurance company. 

Senator Dovetas. It is owned by Transamerica ? 

Mr. Lanpnar. That is right. And we make mortgage loans and 
sell them to Occidental among others, of course. 

Senator Dovetas. Yes. 

Mr. Lanpuar. We own many loans to colored persons, as the previ- 
ous speaker mentioned. Inc identally, Occidental is one of the pioneers 
in making of loans to colored persons and is performing a terrific 
economic need. 

Senator Dovetas. I congratulate them on that. 

You would not be able to testify, therefore, as to whether when loans 
are made by a bank controlled by Transamerica, loans on real estate, 
it is intimated to the borrower that it would be a good thing for him 
to take our insurance with Occidental? You are not able to testify —— 

Mr. Lanpuar. Not as to banks, but I can testify as to the Gain that 
we sell to Occidental Life Insurance Co. 

Senator Doveras. I understand there is no branch of Occidental 
near you. 
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Mr. Lanrnar. Yes, we—— 

Senator Doveias. No branch of Transamerica I mean. 

Mr. Lanruar. No. But 1 have two companies—Lanphar Agency 
which is the insurance business, and we are general agents for Occi- 
dental Life Insurance Co., and Melvin F. Lanphar & Co. is the mort- 
gage loan correspondent for Occidental Life Insurance Co., among 
others. We sell mortgages to Occidental Life, but Occidental does not 
require that we write insurance on those mortgagors and place it with 
Occidental. They do not give us any direction at all as to where we 
shall place the life insurance or the fire insurance or otherwise. In 
fact, ‘'ransamerica—— 

Senator Doueias. They do not give you any instruction, but what 
do you do on fire insurance ? 

Mr. Lanrnar. I will tell you exactly. 

Senator Doveias. Frequently you do not have to get instructions. 

Mr. Lanrpuar. That is a very good point. 

Senator Doueias. You can operate by sort of a gentlemen’s under- 
standing. 

Mr. Lanruar. That is a very good point. 

Senator Dovueias. Because, after all, what is unsaid is frequently 
more binding than what is said or put on paper. Is that not true? 

Mr. Lanpuar. That is right, sir. Transamerica owns Pacific Na- 
tional Fire Insurance Co. 

Senator Dovaetas. Which company ? 

Mr. Lanpnar. Transamerica owns the Pacific National Fire Insur 
ance Co. We do not represent Pacific National Fire Insurance Co. 
[ think that should answer the question. We do not place any busi- 
ness with them. 

Senator Dovuaias. We have had some experience with the auto- 
mobile companies in their dealings with agents, and we find uniformly 
that both Ford and General Motors will solemnly assert—and I be- 
lieve it is true—that they do not issue instructions to their agents as 
to the number of automobiles that they are to take, but we notice that 
the agents both of Ford and General Motors take a considerable num- 
ber of automobiles even when their stockroom or floor salesroom is 
pretty well filled up with autos. 


I am sure you cannot prove that they are coerced into buying, but 
there is a sort of a general feeling that it is unhealthy unless they do 
take a given quota. 


The question is, if you tie up insurance and banking, whether the 
lender cannot put tacit pressure upon the borrower to place his insur- 
ance, whether fire or automobile or what have you, with the company 
which is controlled by the bank which is making the loan. 

Mr. LanpHar. We represent a number of insurance companies, 
and, as I said in my text, Occidental is a No. 1 company in every re- 
spect. That is why I am here, because I think so much of them. 

Senator Doveias. You say there is one independent company which 
direets that you send funds te—— 

Mr. Lanrnar. To Cleveland. 

Senator Doveias. To a Cleveland bank? 

Mr. Lanpnar. That is right. That is an independent life -insur- 
ance company, and one of the largest companies in the country. They 
tell us where we must send our money—that is, their money that we 
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collect for them on mortagegs. Occidental does not tell us where to 
put it, but this company does. 

I do not know whether they own any stock in the bank in Cleveland 
or not. I do not think so. But they must know somebody there or 
there is some reason why they want it sent there. At least we do what 
we are told, and they tell it to us in writing. 

Senator Doveias. Thank you. 

Senator Frear. Just one final question. This is probably personal 
also. What caused you to ask for a hearing before this committee on 
these bills? 

Mr. Lanpuar. Well, when I read the bill and found that there was 
an inference in the bill—in the first one I read—to the effect that banks 
and other companies owned by bank holding companies were con- 
cerned, I immediately knew that it meant life-insurance companies 
and any other companies, real estate companies, oil wells, or anything 
else that might be owned by Transamerica. I have such a kindly feel- 
ing toward Occidental for all that they have done for all of us that I 
just felt that I must take the time to come here and testify if I could 
be permitted to. 

Senator Frear. Were you contacted either directly or indirectly by 
Transamerica or any of its affiliates regarding these bills? 

Mr. Lanrnar. No. My attorney, who is general counsel for my 
company, saw it. I donot know where attorneys get it from. I am not 
an attorney. But they get it in their reports every week or every few 
days somewhere of the bills that are pending I believe. He is the one 
who brought it to my attention. 

Senator Frear. What connection does he have with Transamerica ? 

Mr. Lanrnar. None. He works for me. 

Senator Frear. He is your counsel ? 

Mr. Lanpnar. My attorney. 

Senator Frear. Thank you very much. We are mighty happy that 
you came down. 

Mr. Lanpnar. Thank you very much. 

Senator Frear. Mr. David E. Alper, president of Morris Alper & 
Sons, Inc., Brookline, Mass. 


STATEMENT OF DAVID E. ALPER, PRESIDENT, MORRIS ALPER & 
SONS, INC., BROOKLINE, MASS. 


Mr. Avper. Mr. Chairman and members of the subcommittee, my 
name is David E. Alper. The firm I represent is Morris Alper & 
Sons, Inc. I am president of the company, and we are food brookers 
representing a group of noncompeting, nationally advertised, well- 
established food products, and we sell to the wholesale grocers and 
chain stores in the six New England States of Maine, New Hampshire, 
Vermont, Massachusetts, Rhode Island, and Connecticut. Our prin- 
cipal office is located in Brookline, Mass., which is a part of Greater 
Boston. We have branch offices in Portland, Maine, and Hartford, 
Conn. Our business was founded in the depths of the depression in 
1982 by my father and myself. The business was incorporated in 
1933. I have been president since my father passed away in 1950. 

My interest in opposing this legislation stems from our represen- 
tation of the Columbia River Packers Association, whose majority 
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ownership I understand to be the Transamerica Corp. The Columbia 
River Packers Association are canners of salmon and tunafish which 
they market under the well-known Bumble Bee brand. This portion 
of our business represents approximately 25 percent of the total broker- 
age which we receive. 

Senator Dovguas. Mr. Alper, do you sell Columbia River salmon in 
Maine? 

Mr. Auprer. Yes, sir. 

Senator Dovuc.as. I grew up in the State of Maine, and I think that 
State must have fallen upon degenerate days if it does not supply itself 
with Maine salmon and has to depend upon the Columbia River for 
the salmon which it imports. 

In the old days we were always able to catch enough salmon in 
almost any stream or lake in Maine to supply ourselves. It seems to 
me there has either been a deterioration of Maine character or of 
Maine fishing during the last 40 years. What would you say to that? 

Mr. Aurer. I believe that the Maine landlocked salmon has never 
been canned. The principal canning of fish in the State of Maine I 
believe is sardines and clams. 

Senator Dovexas. I mean there were lakes everywhere with salmon 
everywhere, so that you could always get enough fresh salmon. It 
is really quite a blow I think when New England has to depend upon 
the Columbia River for salmon. I wish Senator Payne were here, 
who represents the State of Maine, to explain this deterioration of 
northern New England. 

Mr. Arer. Possibly I can answer by saying that my experience in 
selling canned fish only goes back 15 years, but we have represented the 
Columbia River Packers Association for only 3 years. During that 
period of time I have been able to note at first hand the stability that 
this company has been able to bring to the tuna and salmon industry 
nationally. Because of their well-financed operation they have not 
been speculators. They have not been forced to liquidate inventories 
because of financial pressures. They have been able to provide a con- 
tinuity of supply on a year-round basis, which is a most difficult thing 
to achieve, particularly in salmon where the canning season is so short. 
The importance of a continuity of supply lies in the ability to provide 
consumers a constant identification of a brand and makes it possible 
to back up such a supply with steady promotion and advertising 
support. 

This type of modern merchandising is being applied to the canned 
salmon industry really for the first time because of the financial ability 
of the Columbia River Packers Association to carry a year-round 
inventory. 

One of the tremendous benefits of Columbia River Packers Associa- 
tion’s present financial structure is their ability to carry large con- 
signed stocks in New England as well as throughout the rest of the 
country so as to take advantage of seasonal weather conditions such 
as the present heat wave. This enables the consumer to have access 
to Bumble Bee seafoods readily at all seasons of the year, which: can 
only be made possible by a company with ample financing. 

In my humble opinion, the present financial status of Columbia 
River Packers Association has brought a degree of stability to the 
fish-packing industry of the Pacific Northwest that should not be dis- 
turbed. I fear that in that financially undeveloped section of the 
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United States, Columbia River Packers Association if it is divorced 
from the Transamerica Corp. by this legislation may be forced to 
accept speculative ownership that will not bring the long-range plan- 
ning that has made possible the research and the growth that we 
have witnessed in the scant 3 years that we have repr esented Columbia 
River Packers Association. 

As a matter of record, I would like to add that I have had no direct 
or indirect pressures, overtures, or innuendoes that I should do busi- 
ness with or even take cognizance of any subsidiary or financial affili- 
ate of Columbia River Packers Association or the Transamerica Cor p. 

I have purposely made this presentation as brief as possible in 
order to accord with the committee’s wishes. Thank you for the 
opportunity to testify. 

Senator Frear. First I want to congratulate you on the briefness 
of your testimony and to also state that if you have any added testi- 
mony that you would like to send down it will be m: ade part of the 
rec ord, sir. 

On page 1 you state your interest in opposing this legislation stems 
from your represent: ition, and so on. Does the subc ommittee t take 
that to mean that you oppose all three bills that are presently before 
the subcommittee ? 

Mr. Avrrer. I do not think I am qualified to comment on the indi- 
vidual differences in the bills. 

Senator Frear. No, but I mean you oppose all three of them? 

Mr. Aurrr. If they would make it necessary for bank holding com- 
panies to divest themselves of nonbanking, financial interests, 1 
would certainly oppose them on that basis. 

ee Frear. This is a personal question. You can answer it if 
you care to. Did you bear all your expenses down here to appear be- 
fore this committee without any promise of reimbursement or any 
indication of reimbursement from anybody ? 

Mr. Aurrr. Yes, I did. 

Senator Frear. Thank you. 

Senator Douglas ¢ 

Senator Doveias. Mr. Alper, I would like to ask you why you 


think it necessary for Transamerica to own Columbia Rivers Packers 
Association for you to get and distribute good Columbia River sal- 
mon?’ Could not an independent company not owned by a holding 


company furnish good salmon to you? Why is it necessary that they 
should be owned by Transamerica ? 

Mr. Aurer. Well, if I could go back to your statement about the 
State of Maine, perhaps I could tell the whole story rather quickly. 
Columbia River Packers Association had been doing business in New 
England for approximately 50 years. 

Senator Dovenas. Fifty? 

Mr. Aurer. Yes. But until 3 years ago the total sales in Maine, 
New Hampshire, and Vermont did not equal a hundred cases a year 
out of a total volume I would expect, of close to 100,000 cases or in 
that vicinity. I think it was due to the fact that they had to make 
during the depression years a financial arr angement with a broker in 
Boston where he assumed part of the financial responsibility and 
actually got larger than the brokerage arrangement in order to help 
finance that pac k. He was able to dispose of his quantities of salmon 
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in those days in the Greater Boston area without having to penetrate 
into the outskirts of the six New England States. 

I do not have personal knowledge of the background of this, but 
1 do have a pretty good running background of it, and I am under 
the impression that because of the financial st: ibility of the Columbia 
River Packers Association backed by large financial resources they 
are in a position to take advantage of such a crop condition as the 
glut that developed last August on the Puget Sound and were able 
to plan an orderly marketing of a large percentage of that canned 
fish without having to be panicked by “the large amounts of money 
that they would have to lay out. 

It is pretty obvious, it seems to me, that if you have the financial 
reserves to market a crop over a 12-month period or an 18-month 
period, you are in a better position to protect both the consumer and 
the fishermen and the investor by an orderly marketing of that pack 
and by being able to support it with national advertising and pro- 
motional activ ity. 

I might add that the Columbia River Packers Association because 
of its financial background has been in a position to work toward the 
rehabilitation of the salmon resources in the Pacific Northwest and in 
Alaska with the knowledge that their advertising and promotional 
program could provide a steady consumer outlet for it in the large 
eastern markets. They are the only people in the salmon industry 
that I know of that have made a real investment in promot ing salmon— 
and despite the fact that in the last several years it has been a com- 
paratively short pack. 

Senator Doveras. Well, the question that I raise is this: Is it 
necessary that the Columbia River Packers should be owned by 
Transamerica in order to get an adequate supply of credit? If you 
had independent banks in Oregon, would they not be able to borrow 
from these banks? That is presumably what commercial banking is 
for—to finance the movement of commodities from production until 
ultimate sale. Why is it necessary to integrate manufacturing and 
banking in order to supply adequate credit to manufacturing ? 

Mr. Auper. Well, I have spent most of my life as a salesman, and 
a salesman almost by nature is a superficial person, and you are asking 
a question that to some extent is beyond me. I am under the im- 
pression, without having any basis in fact, that the fish-packing in- 
dustry, particularly salmon, is an extremely speculative operation. 
They have to produce a great amount of equipment for a fishing effort 
without any Leopwioniens of what their hkelihood of a catch is. I 
understand that in parts of Alaska the entire fis ing effort takes 
place in less than 15 fishing days. And if nature does not coincide 
with the Government’s regulations as to the days they can fish, they 
‘an lose the entire investment. 

It takes a company, it would seem to me, with an ability to survive 
several disastrous years without being panicked into a short-range 
position. 

I think that is one of the reasons why the canned-salmon industry 
has been in the hands of comparativ ely small operations and that 
there is, for all practical purposes, no national brand of canned Seve 
outside of Bumble Bee that has real national significance. That wa 
first established on quality and has been developed, in my aaa 
65330—55——_18 
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opinion, on the basis of continuity of supply based on financial re- 
sources which I do not believe Columbia River Packers Association 
could have developed themselves. 

Whether they should have sought or obtained that financial sup- 
port from the Transamerica Corp. or from somebody else is beyond 
me, except that I am under the impression from the very few people 
that I have met in Transamerica Corp. that they have a conserva- 
tive management at the Columbia River Packers Association which 
is undisturbed from its previous ownership. 

Senator Doveras. When did Transamerica take over? 

Mr. Aurrr. I do not know. It was before my time, which only goes 
back 3 years. 

Senator Doveras. About 3 years ago? 

Mr. Autper. No; I say I only go back 3 years. 

Senator Doveras. Well, may not the extension of sales of Columbia 
River Packers in northern New England be due not merely to Colum- 
bia River Packers but to your abilities as a salesman? You are very 
modest in putting yourself into the background. 

Mr. Aurrr. I think we would not have been in a position to be will- 
ing to make the investment of developing Maine, New Hampshire, 
and Vermont if we did not feel that we had a company that had long- 
range promotional and development ideas, because certainly, although 
we have got it up to maybe 6,000 or 8,000 cases a year in Maine now, 
it has been at a tremendous cost to develop that. 

Well, the parallel would seem to me might be good. We are invest- 
ing the money that we make in Boston and in Connecticut in Maine, 
New Hampshire, and Vermont. It would seem to me that Trans- 


america Corp. may be doing the same thing in their part of it. 
Senator Doveras. Thank you. 
Senator Frear. Thank you very much, sir. 
Mr. Atrer. Thank you. 
Senator Frear. We will insert a letter from your Hartford branch 
office. 
(The letter referred to follows :) 


Morris ALPER & Sons, INC., 
HARTFORD BRANCH OFFICE, 

Wethersfield, Conn., July 8, 1955. 

Mr. J. H. YINGLING, 
Chief Clerk, Senate Committee on Banking and Currency, 
Washington, D. CO. 

Dear Str: In reply to your telegram of July 1, 1955, I am making the following 
statement in opposition to S. 880 and H. R. 6227. 

I am Cecil Thayer Russell, a resident of the town of Wethersfield, Conn., vice 
president of Morris Alper & Sons, Inc., a New England food brokerage organiza- 
tion with main offices in Brookline, Mass., and I am in charge of our operations 
in the Connecticut-western Massachusetts area. Our Connecticut office is at 163 
Main Street, Wethersfield, Conn., out of which four additional resident salesmen 
operate. 

We perform all sales, merchandising, and distributional activities for food 
manufacturers and our livelihood is contingent directly upon the effort expended 
in developing their sales programs on a commission basis. The Columbia River 
Packers Association, Ine., a subsidiary of Transamerica Corp., is one of our 
dominant sources of income and any change in management that might result 
from passage of S. 880 and H. R. 6227 could very well reduce substantially the 
earnings for our entire personnel, and just recently the Internal Revenue Depart- 
ment approved a profit-sharing plan for the benefit of our entire organization. 

The Columbia River Packers Association, Inc., is one of the few quality seafood 
packers to show steady progress and profit in a business where the sources of 
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supply are so undependable. Their leadership in the field of quality control has 
placed them in the position of setting the standards of quality in the eyes of 
the trade as well as to the consumer. To knock out the foundation of such 
solid construction without some specific cause is sufficient reason for opposition 
to S. 880 and H. R. 6227. 

The Columbia River Packers Association, Inc., under Transamerica control, 
has gone way beyond their own selfish interests in promoting the development 
of adequate sources of supply for the whole industry. They have materially 
helped the Fish and Wildlife Service of the Government by cooperative consulta- 
tion and rendering technical scientific knowledge obtained at considerable ex- 
pense, making the results of this research available to the whole industry. It 
seems inconceivable to me that such a successful and unselfish, as well as economi- 
eal, marriage of Columbia River Packers Association, Inc., to Transamerica 
could be penalized by unwise legislation, for if “by their deeds ye shall know 
them” has merit such legislation could not be considered. 

Plans for continued progress by Columbia River Packers Association, Inc., 
require considerable expense and planning in the conduct of our own business, 
and the proposed changes of S. 880 and H. R. 6227 could very well render severe 
reverses within our own organization. 

I make no pretense to being a legal wizard in the reading of the legislation 
involved, nor am I politically adept at handling such issues, but it does seem 
to me that there are sufficient statutes on record to handle any irregularity that 
might develop. As a matter of fact, it is my understanding that not a single bit 
of evidence of irregulariy has been introduced that would substantiate a reason 
for passing these bills. It is also my understanding that since this legislation 
does tend to take certain powers away from the State that the best interest of 
all is not being served by its passage. 

Sir, to summarize, there are three concrete reasons for my opposition to S. 880 
and H. R. 6227: 

1. That my own personal welfare, as well as that of our entire personnel 
in connection with our business activities, could be seriously injured 
economically. 

2. That any forced changes in the administration of the Columbia River 
Packers Association, Inc., would be detrimental to their growth and expan- 
sion, and the stable leadership being provided by them to the industry could 
affect the stanards of the industry as a whole. 

3. That passage of these bills produces no general benefits to the people 
as a whole. 

Thank you for the opportunity of submitting my statement to the record, and 


it is my sincere wish that it is of some consequence in defeating S. 880 and 
H. R. 6227. 
Yours truly, 


C. T. Russet, Vice President. 
Senator Frear. A. B. Tyler, vice president and counsel of Shawmut 
Association of Boston, Mass. 
Good morning, Mr. Tyler. We are happy to have you here, sir. 


STATEMENT OF ARTHUR B. TYLER, VICE PRESIDENT AND 
COUNSEL, SHAWMUT ASSOCIATION, BOSTON, MASS. 


Mr. Tyter. Mr, Chairman and gentlemen, my name is Arthur B. 
Tyler, Boston, Mass. I am vice president and counsel for the Na- 
tional Shawmut Bank of Boston and I am here representing the bank 
and our holding company affiliate, Shawmut Association. 

We have prepared for filing with this committee a seven-page writ- 
ten statement, which I believe -you now have before you. 

Senator Frear. Yes. 

Mr. Tyter. The statement sets forth in considerable detail the or- 
ganization and operating history of Shawmut Association, outlining 
its services to the banking industry and to the pullic in the area within 
a 20-mile radius of Boston in which we now function. 
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This statement also sets forth our attitude toward proposed bank 
holding company legislation. We ask that this statement be made a 
part of the record, and then I should appreciate the opportunity to 
supplement this with a very brief verbal statement. 

Senator Frear. You certainly may, Mr. Tyler, and in addition may 
the acting chairman request you to submit for the record the statement 
of the National Shawmut Bank of Boston? 

Mr. Tyter. Yes. 

Senator Frear. Unles that is included here. 

Mr. Tyter. No; that is not there, Senator. 

Senator Frear. This is a wholly-owned subsidiary ? 

Mr. Tytrr. No; it is not wholly owned. 

Senator Frear. Controlled ? 

Mr. Tyzer. It is a holding company affiliate under the law but it 
is not wholly owned. 

Senator Frear. I see. You will do that, sir? 

Mr. Tyrer. We will file a statement of the bank; yes, sir. 

Senator Frear. Thank you. 

Mr. Tyter. To save the time of this committee, I merely wish to 
say that I am entirely in accord with what was said yesterday before 
this committee by Mr. John Noonan, counsel for our friendly com- 
petitor, the Baystate Corp. of Boston. I can add nothing to Mr. 
Noonan’s very able presentation. Both the Baystate Corp. and the 
Shawmut Association are the only two bank holding companies in 
Massachusetts, and we naturally have very similar proble ms, which we 
have discussed together on many occasions. 

As Mr. Noonan wer out, we are strongly opposed to many of 
the provisions of H. R. 6227, which as a practical mater would en- 

tirely stifle any further expansion, since branch banking in Massa- 
chusetts is limited to county branches, and we would be permitted to 
have branches only in Suffolk C ounty where our main office is located. 

At present we have no banks which we in the association own or 
control in Suffolk County, nor do we have any present desire or inten- 
tion of acquiring any banks in that one county. On the other hand, 
S. 2350 cures practically all of our objections to the Spence bill and 
would be quite accepts able to Shawmut Association, and we could live 
under it. 

That is subject only to one qualification, and that is that we would 
very much like to see adopted the one amendment proposed by the 
( ‘omptroller of the Currency, Mr. Gidney, in his testimony before this 
committee, which would be the deletion of the last sentence of section 
3 (c) on page 5. That is the sentence which reads as follows, and 
I quote: 

No acquisition of ownership or control of the shares of any State or national 
bank in any State shall be approved under this section if under the same cir- 
cumstances the acquisition of such ownership or control of shares of a State 
bank would be expressly prohibited by the statutes of suck State. 

I think that is all I have to say, Senator, unless there are any 
questions. 

Senator Frear. You propose as an amendment the deletion of 
the words that you have just given or the section you have just 
given? 

Mr. Tytxer. Yes, which is the identical suggestion of Mr. Gidney as 
I understand it. 
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Senator Frear. Senator Douglas? 

Senator Doveias. No questions. 

Senator Frear. Thank you very much, sir. 

Mr. Tyzter. Thank you, Senator. 

(The prepared statement of Mr. Tyler follows:) 


STATEMENT OF A. B. TYLER, VICE PRESIDENT AND COUNSEL, SHAWMUT ASSOCIATION, 
Boston, Mass. 


Shawmut Association was organized as a Massachusetts voluntary association 
under a declaration of trust dated May 21, 1928, and began business on June 11, 
1928, with a paid-in capital of $8,150,000, consisting of 400,000 no-par-value 
shares; the trust having received an average price of $20.375 for each share 
issued at that time. 

In 1933 the association issued 37,450 additional shares and later the same 
year retired 33,828 shares which it had purchased in the open market. The asso- 
ciation has purchased subsequently 13,622 other shares in the open market and 
charged the cost of these shares to its capital surplus account. Upon the comple- 
tion of the above, the average paid-in value of the 390,000 no-par-value shares of 
Shawmut Association outstanding in the hands of the public was $19.82 per 
share. 

The net asset value on December 31, 1954, for the 390,000 shares outstanding 
was $13,625,741, equivalent to $34.94 per share, an increase of approximately 
76 percent over the average paid-in capital. In computing the foregoing asset 
value, all general market securities are taken at market value and the bank 
stocks, representing a majority of the outstanding shares of each of the 13 
suburban banks, are taken at the amount of their net assets per statements of 
condition of the respective banks at December 31, 1954, applicable to shares 
owned by Shawmut Association. 

Dividends have been paid without interruption since 1928 and have averaged 
for the 26-year period $0.745 per share per annum. Dividends paid in the years 
1952, 1953, and 1954 amounted to $1, $0.80, and $1, respectively. 

There are 3,902 shareholders. The shares are widely distributed throughout 
the United States with some concentration in the New England States, New 
York State, and California. No shareholder owns 5 percent or more of the 
outstanding shares of Shawmut Association. 

The associstion is managed by five trustees, all of whom are directors or 
officers of the National Shawmut Bank of Boston. The declaration of trust 
gives the trustees broad powers. The trustees may fill vacancies and may elect 
new trustees, subject to the approval of the executive committee of the National 
Shawmut Bank of Boston. 

The funds of the association are invested in a diversified list of high-grade 
general market securities and blank stocks. Of this latter class, the shares of 
stock owned in each of 18 suburban banks are a majority of each bank’s out- 
standing shares. All of the banks are located within a radius of 20 miles of 
Boston. 

The bank stocks, taken at the amount of their net assets, per statements of 
condition of the respective banks at December 31, 1954, applicable to shares owned 
by Shawmut Association, comprise approximately 45 percent of the total assets 
of the association, cash, United States Government obligations and commercial 
paper amount to approximately 15 percent, and the balance is invested jn high- 
grade marketable common stocks of public utilities, 19 percent, and of industrials, 
21 pereent. These industrials include common stocks in the following classes 
of investments—motors, building materials, finance, food products, oils, and 
rubbers. A list of holdings is shown in the report to shareholders for the year 
ended December 31, 1954, accompanying this statement. Included in the list 
are common stocks of the following companies : 


Central & South West Corp. C. I. T. Financial Corp. 
Consumers Power Co. Cities Service Co. 

General Public Utilities Corp. Continental Oil Co. 

Illinois Power Co. General Motors Corp. 

Kansas Power & Light Co. B. F. Goodrich Co. 

Middle South Utilities, Inc. Johns-Manville Corp. 

Niagara Mohawk Power Corp. National Dairy Products Corp. 
North American Co. Skelly Oil Co. 

Public Service Co. of Indiana, Inc. Standard Oil Co. (New Jersey) 
Union Electric Co, of Missouri Texas Co. 


United Gas Corp. United Fruit Co. 
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Each of the general portfolio stock holdings represents less than 4 percent of 
the total assets of the association and less than 1 percent of the outstanding stock 
of any issuer. 

The 13 banks affiliated with Shawmut Association, all located in Massachusetts 
cities or towns within 20 miles of Boston, are listed below together with the 


approximate percentage of each bank’s outstanding shares owned by the asso- 
ciation. 





Location 


County Bank & Trust Co__._..__.___- Cambridge 
Bvarets Nationa) Mame... co kin id ackcwl kn Oe 


Hingham Trust Co_._. 

Lexington Trust Co 

Melrose Trust Co j 

Merchants National Bank SS dee 
Needham National Bank................ 
Newton National Bank 

Somerville National Bank.____ 
Wakefield Trust Co cere 
Waltham Citizens National Bank 
Warren National Bank y 

Pita tcdecneeweneces 





The combined total assets of the above banks exceeded $126 million at Decem- 
ber 31, 1954. 

Shawmut Association is registered under the Securities Exchange Act of 
1934 and its shares are listed on a national securities exchange, namely, the 
Boston Stock Exchange. The association files complete reports with the Se- 
curities and Exchange Commission in accordance with the provisions of the act 
and regulations pertaining thereto. 

Pursuant to the provisions of section 5144 of the Revised Statutes of the 
United States relating to voting permits issued by the Board of Governors of 
the Federal Reserve System, the National Shawmut Bank of Boston (a holding 
company affiliate as defined in the Banking Act of 1933) and Shawmut Asso- 
ciation (a holding company affiliate, Banking Act of 1933), as well as all affili- 
ated organizations come under the supervision of the Board of Governors of the 
Federal Reserve System and report to that authority in accordance with exist- 
ing laws, regulations, and agreements. 

All of the affiliated banks are members of the Federal Deposit Insurance 
Corporation and are subject to supervision and examination by that agency. 

The National Shawmut Bank of Boston and the Shawmut Association’s 8 
subsidiary national banks are under the jurisdiction of the Comptroller of the 
Currency and the Shawmut Association’s 5 subsidiary State banks, 1 of which is 
a member bank of the Federal Reserve System, are supervised by the commis- 
sioner of banks, Commonwealth of Massachusetts. The Shawmut Association, 
because of its affiliation with the above-described 13 subsidiary banks, is sub- 
ject also to supervision and examination by the various Federal authorities and 
by the commissioner of banks, Commonwealth of Massachusetts. 

Shawmut Association’s acquisition of the various bank stocks occurred during 
the period from 1928 to 1954. Four banks were acquired in 1928, 1 in 1929, 
1 in 1983, 1 in 1937, 2 in 1945, 2 in 1946, 1 in 1947, and 1 in 1954. 

Virtually all the directors of each of the affiliated banks reside in the com- 
munity which the respective bank serves. Each of the banks is operated by 
local management. 

The banks were acquired by the Shawmut Association for the purpose of con- 
tinuing or establishing sound banking facilities in the respective suburban com- 
munities. In many cases, the managements of the banks approached officers and 
trustees of Shawmut Association and offered to sell controlling interests (that 
is, over 50 percent of the outstanding shares) to the association in order that 
the public could be better served by banks having the benefit of the addtional 
facilities available to them through Shawmut Association and the additional 
strength afforded them by affiliation with the Shawmut Association having as- 
sets well in excess of the combined capital funds of the banks in the group. 

In another acquisition, the association advanced the only plan acceptable to 
the commissioner of banks, Commonwealth of Massachusetts, for taking over 
the assets of a closed bank and establishing a sound new bank. This was done 
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under a modified Spokane plan but only after the reorganization committee of 
the closed bank had failed in several attempts to formulate an acceptable plan 
of reorganization. 

In 2 cases, 1 comparatively recent, groups of citizens of medium-sized munici- 
palities approached Shawmut Association requesting it to cooperate with them 
in establishing new banks in their communities. They stated that the existing 
banks did not adequately meet the local banking needs, and upon thorough 
investigation of the local banking needs and general conditions in the commu- 
nity, and subsequent approval of the Comptroller of the Currency, Shawmut 
Association caused new banks to be created. 

From time to time over the period, particularly in times of general economic 
stress, it became necessary to strengthen some of the banks by increasing the 
capital funds and in all such cases Shawmut Association agreed to underwrite 
the additional capital with the result that capital funds were made available at 
times when the possibility of raising it from the local communities was extremely 
remote and in some cases impossible. Several of the banks during the period 
but prior to their acquisition by Shawmut Association, and one bank subsequent 
to such acquisition, had preferred stock outstanding owned by the Reconstruc- 
tion Finance Corporation. Under the supervision of Shawmut Association, all 
of the preferred stocks have been retired so that at the present time none of the 
banks has more than one class (common capital stock) of shares outstanding. 
All of the banks are in sound financial condition and are producing good earnings 
under competitive conditions. They are all on conservative dividend bases. 

The facilities of the National Shawmut Bank are made available to Shawmut 
Association in its supervision in an advisory capacity of the operations of the 
subsidiary banks. Recommendations are submitted concerning investments, 
credit information, and policy matters and assistance and advice given in con- 
nection with modern operation methods, insurance programs, tax problems, pen- 
sion plans, new business development, advertising and other matters. Shaw- 
mut Association makes no charge to its subsidiary banks for any service rendered 
them, the benefit to the association being in the form of dividends received from 
the shares of stock owned. 

Under an agreement, the Shawmut Association pays each year to the National 
Shawmut Bank an amount equal to three-eighths of 1 percent of the value of 
the assets of the association, which payment the bank takes for the time devoted 
by its officers when loaned to the association and for certain office facilities. 
All of the services performed by officers of the National Shawmut Bank and by 
Shawmut Association for the subsidiary banks enable those banks to operate 
efficiently and economically without the expense they would otherwise incur for 
similar services. 

Shawmut Association in making sound investments in financial institutions 
(in addition to its general market securities) has at the same time contributed 
substantially in this area to the stabilization of the banking industry and to 
the protection and service to the public. 

Shawmut Association has consistently taken the position that while we recog- 
nize no urgent need at this time for further legislation dealing with bank hold- 
ing companies, we are not opposed to any such legislation which is reasonable 
and appropriate. We so testified at the hearings before the Senate Banking 
and Currency Committee in July 1953. However, we are in complete agreement 
with the position currently taken by the Board of Governors of the Federal 
Reserve System, as set forth by Chairman Martin in his statement before the 
House Banking and Currency Committee on February 28, 1955, “that further 
regulation of bank holding companies should be kept to a minimum necessary 
to meet whatever problems may exist in this field which are not met by present 
law and cannot effectively be dealt with by the States alone.” 

In our opinion, a basic requirement of any sound legislation is the vesting of 
paramount authority in the Federal Reserve Board as the supervisory agency. 
We believe that it is fitting and proper that any bank holding company seeking 
to acquire control of additional banks should first obtain the approval of the 
Federal Reserve Board; that before arriving at its decision the Board should 
give due regard to the views of the State authorities or the Comptroller of the 
Currency, as the case may be; but that final responsibility for approval of 
any application should rest solely with the Federal Reserve Board. H. R. 6227, 
now pending before the Senate Banking and Currency Committee, fails to meet 
this basic requirement of paramount authority in the Federal Reserve Board. 
On the contrary, the bill requires affirmiutive approval by the appropriate State 
banking authorities of acquisition of control of a State bank, and by the Comp- 
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troller of the Currency in the case of a national bank. This diffusion of 
responsibility is in our opinion contrary to the public interest and would not con- 
stitute sound legislation. | 

H. R. 6227 is also objectionable in many other respects, as pointed out in 
Chairman Martin’s statement of February 28, 1955. Among the principal ob- 
jections are the provisions of section 5 (c) prohibiting a bank holding company 
or any of its subsidiaries from acquiring the stock of a bank or substantially 
all the assets of a bank outside of the State in which the holding company or the 
subsidiary involved has its principal office or conducts its principal operations. 
In addition, a bank holding company or any of its subsidiaries would be pro- 
hibited from acquiring bank stocks or assets in any State except within the 
geographical limitations applicable to the establishment of branches under the 
laws of such State, or unless the acquisition is specifically and affirmatively au- 
thorized by State statute. 

These severe provisions, which inappropriately apply to bank holding com- 
panies the same principles applicable to branches of national banks, would in 
the words of Chairman Martin “in effect ‘freeze’ the existing status of most 
bank holding company and would go beyond what we conceive to be the neces- 
sities of the situation.” 

In the case of Shawmut Association, which now has affiliated banks in four 
counties, we would hereafter be limited to the acquisition of banks in Suffolk 
County alone, since under the laws of Massachusetts banks are limited to branches 
within the county where the main office is located. Certainly, in view of the 
material differences between branch banking and the ownership or control of 
banks by holding companies, the regulation of bank holding company groups 
should not be directly related to the branch-banking laws of the various States. 
Furthermore, this would permit the State legislatures to exercise a veto power 
over the ownership of the stock of national banks by bank holding companies— 
an unwise abdication of the power now vested in the Federal Government. 

Other provisions of H. R. 6227 which we believe require revision and clarifi- 
cation are those which limit the rendering by bank holding companies of various 
services to their bank affiliates. Section 6 (a) contains a general prohibition 
against carrying on any business “other than that of banking,’ while section 
 (c) permits the rendering of certain specified services only through the means 
of a corporate subsidiary. It is submitted that the services so permitted by 
the bill are unduly restrictive, as they by no means cover all of the services 
normally rendered by holding companies to their member banks, and that there 
is no sound reason why a bank holding company should not be allowed to render 
its services directly as well as through a separate corporation. 

All of the bank holding company bills which have been introduced in Congress 
over the past few years include prohibitions againts owning shares or other se- 
curities of companies other than banks, with certain specified exceptions. One 
exception, which has appeared in some of the prior bills and which is also con- 
tained in section 6 (ec) (6) of H. R. 6227 provides that the prohibitions with 
respect to retention or acquisition of interests in nonbanking organizations shall 
not apply “to the ownership by a bank holding company of shares, securities, or 
obligations of any company which do not include more than 5 percent of the 
outstanding voting securities of such company, and do not have a value greater 
than 5 percent of the value of the total assets of the bank holding company.” 

In his statement of Feberuary 28, 1955, Chairman Martin commented favorably 
on this provision as follows: “Also, it may be appropriate to include the exemp- 
tion provided in paragraph (6) of section 6 (c) of the bill with respect to the 
ownership of not more than 5 percent of the outstanding voting securities of 
a nonbanking company.” 

This provision is of particular concern to Shawmut Association since, as 
explained in the earlier part of this statement, our assets are and always have 
been invested not only in bank shares, but also to a large extent in high-grade 
listed market securities. Each investment in these securities represents less 
than 1 percent of the outstanding stock of the issuing company and less than 
4 percent of the total assets of Shawmut Association. It is respectfully sub- 
mitted that the inclusion of this exemption provision in any bank holding com- 
pany legislation is inherently sound and that under no conceivable circumstances 
could it prove detrimental to the public interest for Shawmut Association to be 
allowed to continue in its lifelong policy of building up and maintaining sub- 
stantial reserves of diversified investments. Certainly, a bank holding company 
operating in this manner is in an unusually strong position to assist and pro- 
tect its banks at all times. 
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(Financial statements of Shawmut Association and of the National 
Shawmut Bank of Boston follow :) 


SHAWMUT ASSOCIATION 


Balance sheet—Dec. 31, 1954 


CO ices nin mci ieetibipeaicipatinanteiicneeclaibinbaaibtitiaene $107, 920. 43 
Investments at quoted market prices: 
United States Government obligations (cost 


SR. 308 900 ies Seo A ea aa $1, 395, 960. 00 
Commercial paper (cost $619,229.16) _-_______ 619, 229. 16 
Common stocks (cost $2,111,356.14) _.-______ 5, 425, 536. 00 
Shares of capital stock of thirteen suburban 
RI ND acieteennnactseinceeins-~encisnicepaeindoninmesditanes 6, 184, 631. 37 
—_—_—_—_———— 13, 625, 356. 53 
eee Se Po rcccaeceeeeanc nut aen cee 5, 004. 62 
ORAL . CO cccnccnctitit Rice ehinbiecedtabaetel is ee 13, 738, 281. 58 
LIABILITIES AND CAPITAL 
Accounts peyabile....ncitsssee i a ess ~ 12, 340. 45 
Provision for estimated Federal income taxes___._________ ia 100, 200. 00 


Provision for estimated additional Federal income 
taxes on net gains which would be realized if 
all investments were sold at amounts carried 


wie) 252 30 sere 5) Fa) 2b Gs mes Os hd 8 ot oe 1, 032, 800. 00 
TOUR TART MNNOR eee inc ee ee Ss 1, 145, 340. 45 
Capital : 


Common shares of no par value—at a value 
determined by the trustees as at December 


a IN act rtrncint 70s cones cineca baneecnerspicddeewenarerteadeat nai $5, 000, 000. 00 
Cam RT ae. iad tis cee nscale ettions 3, 233, 727. 59 
OE MN ice eeenegiomee ee 1, 873, 633. 68 

ir ceptladennciedidhienteletininked dad mtelabinichinnictibtiblbn dt 10, 107, 361. 27 


Add unrealized appreciation of investments other 
than bank stocks ($3,314,179.86) less provision 
of $828,600 for Federal income taxes thereon. 2, 485, 579. 86 


Balance for 390,000 shares outstanding (note B)--..____________ 12, 592, 941. 13 
Ce TCT IIIT a 13, 738, 281. 58 
Statement of income and earned surplus for the year ended Dec. 31, 1954 


Income: 
Dividends received (note C): 
Cash dividends on securities other than 








I $233, 769. 65 

Cash dividends on bank stocks_______----_~ 238, 859. 65 

Se og a cccrtcsenataiibeetng 32, 325. 49 
— —— $504, 954. 79 
I it erences csieenin teen eesreeseneseomnennicdicnnnee 23, 762. 78 
Sai isa Mclain ntintennctomtni 481, 192. 01 
Deduct provision for estimated Federal income taxes_..__._-__ si 28, 200. 00 


Net income from interest and dividends__.._.._._..______ 452, 992. 01 
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Net realized gain from sales of investments (based 

on federal income tax cost) ~--.--...---__--___-- $188, 849. 41 
Deduct—provision for estimated federal income taxes_ 49, 100. 00 
—— $139, 749. 41 





Net earnings before participation of the National Shaw- 
OIE INI nia; cern teseecensitineanie aan ihn esate iteneiaanitaiieain 592, 741. 42 


Net participation of the National Shawmut Bank_-.----_------~_ 49, 365. 00 
Net earnings for the year... saci cadsndsimietie-~de 543, 376. 42 
Balance of earned surplus, Dec. 31, 1953_......---_------.-..-.- 1, 577, 488. 63 
Increase due to adjusting the book values of bank stocks to the net 
asset values applicable thereto at Dec. 31, 1954, per statements 
of condition of the respective banks (less Federal income taxes 
applicable to unrealized appreciation) —~.--..._._--_----------~- 196, 832. 05 
ae a nalices eke telat oe tila cc ieianas file aah iene te co ei aiwate 2, 317, 697. 10 
Deduct : 
Provision for Federal income taxes, prior years__._____--~ 22, 889. 54 
Dividends to shareholders ($1.08 per share)----------_-- 421, 173. 88 
Balance of earned surplus, Dec. 31, 1954--.-_--__--___-____ 1, 873, 633. 68 


NOTES TO FINANCIAL STATEMENTS 


Note A: The shares of stock owned in each of the 13 suburban banks are a majority of 
each bank's outstanding shares. The bank stocks are stated above at the amount of the 
net assets, per statements of condition of the respective banks at December 81, 1954, ap- 
plicable to the shares owned by Shawmut Association. 

Note B: Pursuant to article 15 of the declaration of trust, in case of final liquidation 
the holders of the outstanding shares are to receive two-thirds, and the National Shawmut 
Bank of Boston as participant beneficiary is to receive one-third of the net assets remain- 
ing after making the following payments to the shareholders pro rata: 

(1) The principal amount originally received by the trust as determined by the 
trustees, plus 
(2) Such amount, if any, as shall represent the excess, if any, of 
(a) The sum equivalent te 5 percent per annum of the entire aggregate prin- 
cipal amount received by the trust for such shares from the respective dates of 
receipt thereof to the date fixed for distribution over 
(bd) A sum equivalent to the amounts actually paid out in cash dividends on 
all such shares while outstanding. 
As of December 31, 1954, without provision for liquidation expenses, the holders of 390,000 
shares of no par value would have been entitled to receive in final liquidation in the 
aggregate $11,831,030.62 equal to approximately $30.34 per share. (No such liquidation 
is now contemplated.) 

Note C: Cash dividends aggregating $113,107.30, Bopresenting dividends on stocks 
selling ex-dividend. prior to December 31, 1954, but not receivable until a subsequent 
period, are not included in the foregoing statements, as it is the accounting policy of the 
association to recognize dividends as of their due dates. Dividends received in stock are 
treated as income to the extent they are taxable for Federal income-tax purposes. 

Note D: The accompanying statements are subject to final determination by the United 
States Treasury Department of Federal income taxes for years subsequent to December 
31, 1950. 

Note E: The increase in net unrealized appreciation of investment (other than bank 
stocks) after allowances of $543,500 in 1953 and $828,600 in 1954 for Federal income tax 
that would have been payable on the gains, had they been realized, was as follows: 


Cee ee a ee $2, 485, 580 
BGs BE, BB cicenints nite a titiepnltintieintindcananiiaes penne nieeetemninmadin 1, 545, 986 
Increase for the yeOls deli ntitwnnbei dial etic dibs 939, 594 
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Classification of investments at Dec. 31, 1954 


Net asset 








? td value per 

Class Book — Market | | share based 

amounts Dec. 31, 1954 on market 

Dec. 31, 1954 
Government obligations..... ee cian $1, 395, 960 $1, 395, 960 | $3. 58 
( Us upanail paper... a a oe 619, 229 | 619, 229 | 1. 59 
Public utility common stocks..._- A lt at aad 1, 138, 372 2, 583, 437 | 6. 62 
Industrial common stocks...................----- nipeepinel 972, 984 | 2, 842, 099 | 7.29 
Bank stocks_-- s ‘ . ; 16, 184, 631 16, 184, 631 15. 86 
Acc srued interest receivable. __- ; : oe 5, 005 5, 005 | 01 
OBER dents ctinsignnriwensayign Rteccrtasleataeri-osisinaraaeiincan ied , 107, 920 107, 920 .28 
Total. i a a el i 10, 424, 101 35. 23 
Liabilities and reserves... paiepetins ae i 112, 540 29 
10, 311, 561 234.94 





1 The shares of stock owned in each of the 13 surburban banks are a majority of each bank’s outstanding 
shares. The bank stocks are stated above at the amount of the net assets, per statements of condition of the 
re spective banks December 31, 1954, applicable to the shares owned by Shawmut Association. 

? Before deducting $1,032,800, provision for estimated additional Federal income taxes on net gains which 
would be realized if all securities were sold at market as shown above. This is the equivalent of approxi- 
mately $2.65 per share. 


List of holdings at Dec. 31, 1954 
U. 8. GOVERNMENT OBLIGATIONS 





Par = Market, 
value | Investments | Dec. 31, 1954 


$600, 000 Treasury bills due Feb. 24, 1955__......--- KBs deeds ‘ $598, 650 
800,000 | Treasury bills due Mar. 24, 1955_-. Siding sap hebvockady ook | 797, 310 


| 


I a cla iin ciated ttle iia 1, 395, 960 


COMMERCIAL PAPER 


100, 000 | Commercial Credit Co., 134 percent due Jan. 10, 1955- $99, 308 
100,000 | General Electric Credit C orp., 134 percent due Jan. 12, 1955__._- 99, 313 
00, 000 | General Electric Credit Corp., 136 percent due Jan. 17, 1955 99, 305 

, 000 | General Motors Acceptance Corp., 14% percent due Apr. 12, 1955_- 321, 303 
, : 619, 229 













Shares Investments 5 
9,000 | Central & South West Corp-- es $279, 000 
5,500 | Consumers Power Co. | 259, 187 
5,000 | General Public Utilities Corp.. 171, 875 
6,000 | Dlinois Power Co_.___- 294, 000 
7,000 | Kansas Power & Light Co.- 150, 500 

11, 500 | Middle South Utilities Inc_- dushivoee 353, 625 
oe | Niasgee Beeuews Power Corp................-.........................- 5 

10, 000 | North American Co_.- oo 276, 250 
8,000 | Public Service Co. of Indiana, Inc_- Bo bksete nae 327, 000 
1,000 | Union Electric Co. of Missouri_...-_.____-- : comania : Se 27, 750 
Fe dn teemecsacncanennemance Sechliceees aaetan 167, 500 


PO untae Sealebtslal denna damwake = 
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List of holdings at Dec. 31, 1954—Continued 
INDUSTRIAL COMMON STOCKS q 


Shares Investments ee 

















{ 
3,750 | C. L. T. Financial Corp-_.-.- ppcianiinmaneninadnniindcamameeniniretmraindminip : | $177, 187 
2, 550 | Cities Service Co “a : ‘ | 3M, 287 
4,000 | Continental Oi! Co. | 300, 000 
4,000 | General Motors Ler... ; | 391, 500 
2,000 | B. F. Goodrich Co ; 254, 000 
1,500 | Johns-Manville Corp. . 132, 375 
4,000 | National Dairy Products Corp. a . ae . 153, 500 
4,000 | Skelly Oil Co__. : ack 219, 500 
4,000 | Standard Oi] Co. (New Jersey).....-- . | 442, 500 
4,000 | Texas Co as 344, 000 
2,000 | United Fruit Co-_..._- senialitialate . i mae | 113, 250 
Total. Seeds ; iiuecaraibes étancawnnet 2, 842, 009 
Grand total. , ee ; : 7, 440, 725 
BANK STOCKS 
Shawmut Association owns a majority of the outstanding shares of the following 
banks: 
20, 342 County Bank & Trust Co., Cambridge, Mass_- 
27, 375 Everett National Bank, Everett, Mass........___-_-_-__- | i 
7, 694 | De ea eee | 
13, 337 | Lexington Trust Co., Lexington, Mass_-.................. r } 
16, 198 Melrose Trust Co., Melrose, Mass cons 
17, 588 | Merchants National Bank, Salem, Mass__..............-- ae int | 
8, 230 | Needham National Bank, Needham, Mass_...........--- abdaebcctecwasey SQRjG0R Oi 


33, 505 
38, 120 


Newton National Bank, Newton, Mass ; bs Seika eS at ‘ | 
Somerville National Bank, Somerville, Mass. -- 


| 
8, 996 | Wakefield Trust Co., Wakefield, Mass. __......_..-.-------------- aoe 
10, 594 | Waltham Citizens National Bank, W eben MW 654i oss? desi euzaed 
1, 345 | Warren National Bank, Peabody, Mass __.....................-..---....-. 
6, 680 Winchester National Bank, Winchester, Mass.. : 


1 The bank stocks are stated above at the amount of the net assets, per statements of condition of the 
respective banks Dec. 31, 1954, applicable to shares owned by Shawmut Association. 


Combined statement of condition of the suburban banks 


[Shawmut Association owns a majority of each bank’s outstanding shares] 














j 
December 31, | December 31, a 
1953 (12 banks) | 1954 (13 banks) i 
ASSETS 
CE Gre eB s 6 ijcncitantsnecuctinndieeeinounnensweimngbes .--| $21,341,698.57 | $24, 998, 831.37 
United States obligations... .__........-.-- edna aeieanianibdudbibs dedinesiea dl | 45, 526,899.97 47,432,363. 41 
Other securities... in nnhindiniiahethliiennabntinnne} Mp Rinne ee 1. tsa 
Loans (secured, unsecured, : and mortgs ages) - ia icidinnincl tiles itiidlnpantaiiadinaig thas 40, 646,355.84 | 47,746,008. 11 
Banking houses, vaults, furniture, and fixtures. -................-.--- st 1, 513, 482. 37 1, 947, 705. 84 
CEE PER, 5 cthsbrietxinincics dem mitheseeaaaipentees cpaiiiineane | SF 8. 0. |. cos sdeeie 
eS eee See ce BG ile apace beceagiad 562, 758. 41 ~ §99, 206. 05 
Wet icon cick in cscskccscbasccssemeinceeresbidscwiusasdbodlay we aes 
LIABILITIES | 
Capital ____- nicGc cep Rb Aecse es ee bes sda sey eee ae 2, 600, 000. 00 | 3, 050, 000. 00 
Surplus ¢ and undivide d profits. Ga nebidd scant rc cmeitn cain these medee 4, 660, 662. 75 5, 470, 870. 50 
Reserves for interest, taxes, etc sass a nae i ie eS ah ae eo 864, 068. 76 846, 069. 24 
Deposits... sae oncdat aabedincauiaescullbdeneinanienaen ne 116, 710, 898. 81 
NED a oie ain cecilia accdiscnabncacacasascebeeeeon 626, 074. 80 788, 628. 82 ’ 
Total. nin anche Sergei meseataiears cmmmntildnaionnddaimaiaatan bincanigieniilalilti | 111, 423,546.85 | 126,866, 467.37 
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THE NATIONAL SHAWMUT BANK OF BOSTON 


Statement of condition, Apr. 11, 1955 


RESOURCES 

QCashiend: dur Grom antes ocd Sod oes oe es _. $109, 360, 921. 66 
United States Government obligations *__.._._._.-.-_+_--__----~- 118, 718, 751. 59 
Short term State and municipal securities____..__ ~~ biideintabcte 30, 431, 181, 74 
Other short term ebligations__......-..-------.-....-------- 5, 661, 942, 49 
Stock of Federal Reserve Bank. _--_-----_---_----------~- ; 900, 000. 00 
ee ee A Re eee = __.. 177, 664, 968. 23 
Bank premises an miieiene pee aia 4, 419, 027. 71 
Customers’ liability on acceptances__.._._.........-...---.... ; 1, 402, 199. 18 
Other QiOM usted sti Sb bh ene ctnusn—; Septal de cicesncssiint aioe tea 2, 792, 829. 73 

CE sci a i ial een tnt a cen ene ds wae esakeneninie 451, 351, 822. 33 








LIABILITIES 


Capital (800,000 shares ; par value $12.50) __-_--_---___---__-. 410, 000, 000. 00 
Surplus and undivided profits.__._._c.u-..._- Bh SU ee 24, 850, 105. 41 
Reserve for taxes, unearned discount and expense_______-_-_- ie 5, 842, 811. O01 
BRE ON a cctascsietdthte ate tx eletihl- takbinditehm sheet qikievi ae p anshapbite 5, 000, 000. 00 
Liability on acceptances and bills na stilt diate be Ata tecanthn ko bot dibbe ds 1, 435, 739. 18 

CRETE cach b culeittinitnihtn tbtih~ib dee bin biti ete ebunns 2, 226, 634. 51 
DORNER, | asrelemuerttieincberetehe np eeedane eetee bites <inthoaanni~ titles 401, 996, 532. 22 
NIE orcciinewnsdensiiiesasin aisietih einen Mpakh ealirth eee alba Stine bhi siidin cimions 451, 351, 822. 33 


1 Shown net of reserves. 


Senator Frear. During the past several weeks I have receive several 
hundred communications on the legislation now before us and without 
objection I would like to have a representativ e group of these commu- 
nications included in the record of our hearings. 

(The material referred to follows:) 


Carson Crry, Nev., June 30, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C.: 


Re H. R. 6227 and 8S. 880. These measures should be carefully analyzed to 
determine their effect on States such as Nevada. Our experience with First 
National Bank of Nevada and Transamerica Corp. has been highly satisfactory. 
Any legislation that would deprive this State of needed banking capital facilities 
and services or which discriminates against customers or stockholders of our 
banks should be opposed. 

CHARLES H. RUSSELL, Governor. 


Hotiywoop, Cauir., June 27, 1955. 
The Honorable ALLEN FREAR, 
Chairman, Subcommittee on Banking and Currency, 
Senate Office Building, Washington, D. C.: 


While on vacation I read on the daily press that your committee had set June 
29 as the deadline for filing an application to testify before your committee on 
July 5. If the statements I have read in the press are correct, I feel that we 
stockholders of Transamerica Corp. are not being given sufficient time to arrange 
to appear before your committee. It is impossible for me to rearrange business 
commitments on such short notice to appear July 5 in Washington to protest the 
passing of the Senate bill 880, regulating bank holding corporations. 

May I respectfully request that you give consideration to the people on the 
west coast by extending the time for this hearing to give us a chance to appear 
and make our protest against this bill? 

Respectfully, 
Mervyn Hope, 
President, Hollywood Savings and Loan Association. 
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BEVERLY HItts, Cauip., June 30, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C.: 


We sincerely urge you to vigorously oppose bank holding bill which was 
passed recently by House and will be heard before your subcommittee July 5. 
Presently applicable Federal and State regulations successfully prevent the 
possibility of the existence or the development of monopolies by bank holding 
companies. Proposed legislation would only hinder the healthy interplay of eco- 
nomic factors which are the backbone of our way of life. 

Respectfully, 
Vicror GRUEN ASSOCIATES, 
Victor GRUEN, 
CaRL VAN LEUVEN, 
Epearpo CoNTINI, 
R. L. BAUMFELD, 


Los ANGELES, CALIF., July 7, 1955. 
Hon. J. ALLEN FREAR, Jr., 


Chairman of Subcommittee on Banking and Currency, 
United States Senate, Washington, D. C.: 

Bank holding company legislation pending before your committee would seem 
to be unwarranted based upon our long experience with various subsidiaries of 
Transamerica Corp. Transamerica has been a big factor in the development of 
California. There has been no evidence whatsoever that there has been any 
abuse in Transamerica’s control of both banking and nonbanking organization. 
Laws provide for close scrutiny of bank holding company. 

CHARLES Deroy, 
Partner, Coldwell Banker & Co. 


PorTLAND, Orge., July 1, 1955. 
Hon. J. ALLEN F REAR, Jr., 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C.: 

It is my understanding that there has been referred to your committee for con- 
sideration the proposed bank holding company bill which was recently passed by 
the House and that hearings thereon will commence on July 5. My close asso- 
ciation with the First National Bank of Portland during these many years has 
convinced me that the ownership by Transamerica Corp. of the controlling 
interest in the stock of this bank has proven a valuable asset to the bank and to 
the State of Oregon not only by reason of the additional capital which has been 
furnished by Transamerica Corp. and used in the development of this State, but 
also by reason of the progressive ideas, suggestions, and assistance furnished. 
I can see no possible reason or need for any legislation on this subject and recom- 
mend that it do not pass. 

L. R. Hussa, 
President, Albina Engine & Machine Works. 


Hiixiss0r0, N. DaK., July 1, 1955. 
Senator J. ALLEN F REAR, Jr., 


Senate Office Building, Washington, D. C.: 


I commend the bank holding companies for their services to all banks and more 
particularly to depositors by stabilizing the finance situation in the Northwest 
in the thirties and for their continued sound banking policies. Having proved 
their worth they should not now be saddled with discriminatory legislation. 
Will appreciate your best efforts. 


Tuos. G. JoHNSON. 
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Tue New CASTLE CoUNTy NATIONAL BANK OF ODESSA, 
Odessa, Del., May 26, 1955. 
Hon. J. ALLEN FREAR, 
United States Senate, 
Washington, D. C. 


Dear Sie: The directors of this bank are very much concerned over the general 
trend of bank mergers and absorptions that seem to be running rampant through 
the country. Rumors are now circulating in Delaware which make us feel that 
many changes will be made in the next 12 months. 

We, of this bank, feel that the independent, community bank has been a very 
vital factor in the growth of our State and Nation, and that they can continue 
to serve their communities much better than a branch from some metropolitan 
bank. 

We now find that we are the only national bank in New Castle County, and 
one of nine in the entire State. The only banks remaining in New Castle County, 
outside of Wilmington, that are still independent are the Newark Trust, Town- 
send Trust, and ourselves. 

Are there any bills before our Congress at this time, which pertain to this 
matter in any way? If so, would you possibly see that we secure copies of these 
bills. 

We, also, have heard that there are some bills before Congress that would be 
beneficial to the national bank, allowing it to more closely compete with the State 
banks; such as, lengthening the term of real estate mortgages, removing the ac- 
cumulative voting requirement, etc. We assume that these bills would be 
amendments to the National Banking Act. If such bills exist, we would also ap- 
preciate it if copies could be secured for us. 

Very truly yours, 
Weston H. Eis, 
Executive Vice President. 


Lewes Trust Co., 
LEWES, DEL., February 8, 1955. 
Hon. J. ALLEN F REAR, 
United States Senate, 
Washington, D. C. 


Dear ALLEN : Thanks for cosponsoring holding company bill, 8. 880. 
I hope it will be considered favorably and I appreciate your efforts toward 
accomplishing this. 
Very truly yours, 
JOSEPH L. MARSHALL, President. 


WASHINGTON, D. C., July 6, 1955. 
Hon. J. ALLEN FREAR, JY., 


Chairman Subcommittee on Banking, 
Senate Banking and Currency Committee, Senate Office Building: 


In lieu of personal appearance before your subcommittee of Senate Banking 
and Currency now considering bank holding company legislation which has 
been voted on by the House of Representatives. It is to be noted in a nationwide 
poll made by the federation of its entire nationwide membership “to limit future 
expansion of bank holding companies, control formation of new holding com- 
panies, compel bank holding companies to get rid of nonbanking interests” which 
poll reached approximately 100,000 independent business and professional men 
members, the membership concurred that—‘“Independent business prospers best 
when sources of financing are free, independent, local, and many. Bank holding 
company device undermines this system by opening a way for creation of multi- 
office monsters, with holdings in nonbanking fields. In one case, 73 percent of a 
bank holding company’s income is from nonbanking interests. How can an 
independent bank, depending on income from banking alone, complete with this? 
Further than this, bank holding companies aren’t now subject to same control 
as their branches and competitive independents.”—by a vote of 74 percent for, 
16 percent against and 10 percent not voting. It must be understood the federa- 
tion takes no position on any legislative or economic problem until the entire 
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nationwide membership is polled. It is our belief that with the present trend 
in our economy independent business of this Nation needs the protection as 
proposed in the bank holding company legislation more today than ever. It is 
to be noted that many eminent people in this Nation have openly expressed their 
views and their concern as to the future of small business in our Nation. Would 
you be kind enough to have this message read into and made a part of the 
record of the hearings? 
GeorGE J. Bureer, 
Vice President, National Federation of Independent Business, 





THe INDEPENDENT BANKERS ASSOCIATION, 
OFFICE OF THE SECRETARY, 
Sauk Centre, Minn., June 27, 1955. 
Hon. J. Atxtew FreAR, Jr., 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR FREAR!: We are writing to all members of the Senate, but to you 
very briefly, sir. You are familiar with the bank holding company legislation; 
you are sitting on the subcommittee that will hear the testimony on this bill on 
July 5; and you are a sponsor of 8S. 880 which, for all practical purposes, is the 
same as the bill passed by the House. 

We are anxious, of course, to have the same bill on the Senate side as on the 
House side. We hope that your sommittee can recommend it without any amend- 
ments, because if amended and passed by the Senate it would go to conference 
and do away with the likelihood of being passed before adjournment. 

We deeply appreciate your support of this bill and we hope that this bill can 
be passed before adjournment. It is legislation, we believe, that is of great 
importance to the people of this country. We cannot afford to have the credit 
machinery of this country in few hands; it is too vital to our well-being. We 
believe that the community bank is rendering a real service and that it should 
have the opportunity of continuing and supplying the community needs; needs 
which they well understand. 

With high personal regards, I am 

Yours very truly, 
Ben DuBotrs, Secretary. 





WasuHrineTon, D. C., June 29, 1955. 
Senator J. ALLEN F REAR, Jr., 
Senate Office Building, Washington, D. C.: 


The National Association of Retail Druggists, composed of 36,000 small inde- 
pendent retail drugstore owners, nationwide, urge your favorable action on 
S. 880. Bank holding companies, operated out of New York, cannot possibly 
know local conditions similar to the hometown independent banker. If these 
companies are permitted to continually circumvent the law, as they are now 
doing, another monopolistic practice becomes rooted in our economy. Seventy- 
three percent of holding companies income is derived from nonbanking institu- 
tions. Independent bankers accommodate financial needs of local citizenry far 
better than holding companies in New York, hence services are flexible at local 
levels. Holding companies now engage in more competitive sidelines with the 
free enterprise system than does the Federal Government itself. The House 
of Representatives passed H. R. 6227 by vote of 371 to 24. 

Georce H. FRATEsS, 
Washington Representative, National Association of Retail Druggists. 





Tre Frrst NATIONAL BANK or MINCO, 


Minco, Okla., June 28, 1955. 
Hon. J. ALLEN FREAR, Jr., 
United States Senate, Washington, D. C. 


Dear Mr. Frear: The House of Representatives has just passed H. R. 6227, 
which deals with branch banking through holding company devices, by an over- 
whelming vote of 371 to 24. 
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This same bill has now been presented to your Banking and Currency Commit- 
tee, on which hearings are scheduled to begin July 7, 1955. We would like to 
urge you to favorably pass this legislation with no amendments. 

Yours very truly, 
C. M. PrReGLer, President. 

Seator Frear. May I express my gratitude to all of those who were 
present this morning and to those witnesses who appeared for the 
cooperation you have extended in order that we might get to the floor 
at. 12 o’clock today. 

I reiterate that any of the witnesses who have additional testimony 
that they would like to submit for the record please feel free to do so. 

The subcommittee will stand in recess until 10 a. m., Monday, July 
11, in room 301. 

(Whereupon, at 11:58 a. m., the subcommittee recessed, to recon- 
vene at 10 a. m., Monday, July 11, 1955, in room 301, Senate Office 
Building. ) 
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MONDAY, JULY 11, 1955 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON BANKING, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10 a. m., Senator A. Willis Robertson, chairman 
of the subcommittee, presiding. 

Present: Senators Robertson, Douglas, Monroney, and Ives. 

Senator Rospertson. The subcommittee will come to order. The 
first witness this morning is Mr. George R. Boyles, chairman of the 
committee on Federal legislation of the American Bankers Associa- 
tion. 

We will be glad to hear from you, Mr. Boyles. 

Mr. Boytes. Thank you, sir. 


STATEMENT OF GEORGE R. BOYLES ON BEHALF OF THE AMERICAN 
BANKERS ASSOCIATION 


Mr. Boyries. My name is George R. Boyles and I am president of the 
Merchants National Bank in Chicago, Chicago, Ill, and chairman 
of the committee on Federal legislation of the American Bankers 
Association. 

For many years the regulation of bank holding companies has re- 
ceived the thoughtful study of the association and as a result there 
has been a crystallization of certain overall policies. For your in- 
formation, I would like to explain that all policy matters of the 
association are arrived at only after careful deliberation by the various 
divisions, commissions, committees, and sections of the association 
and then approved by the ‘membership in general convention. 

The policies of the association on bank holding company regulation, 
after due processing through its committee on Federal legislation, the 
administrative committee, and the executive council, were approved 
by the general convention of the American Bankers Association on 
September 22, 1953, at its convention assembled in Washington, D. C. 

The membership in the American Bankers Association consists of 
approximately 15,000 member banks, both National and State banks, 
large banks and small banks, independent banks, banks with br: anches, 
banks affiliated with holding companies, chain groups, and mutual 
savings banks. About 98 percent of the banks in this country are 
members of the association. 
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In order to simplify and save this committee’s time, I have pre- 
pared a supplemental statement attached hereto outlining the posi- 
tion of the ABA in relation to H. R. 6227. 

The association for years has been in favor of additional legislation 
regulating bank holding companies because of the apparent deficienc y 
in the current Federal statutes. We believe that H. R. 6227, contain- 
ing revisions of previous bills considered by both the Senate Banking 
and Currency Committee and the House Banking and Currency Com- 
mittee, has many favorable features. However, i in our opinion, the 
bill requires further amendment in order to constitute a satisfactory 
solution of this problem. 

Briefly, it seems to us that sound and practical legislation on a 
problem so intricate and so important as this must be approached 
from the public and community interest. The final legislation should 
be equitable and workable. It should provide for a definition of a 
bank holding company which would be adequate to cover the objec- 
tives of this | type of legislation and spell out clearly the formula by 
which companies would be declared bank holding companies under the 
act. 

The definition should be broad enough to cover companies intended 
to be included without bringing into its net fringe organizations 
which only potentially or theoretically might be expected to embark 
on a program of controlling banks. The bill should not include pro- 
visions vesting discretionary power in a governmental agency to de- 
clare other companies, not coming under the formula, as bank holding 
companies. Any exceptions to the definition of a bank holding com- 
pany allowed by the provisions of the bill should be held to a minimum 
and should be clearly justified. 

Regulation of expansion should be vested in one central administra- 
tive authority in order that a uniform and equitable pattern of deci- 
sions can be obtained. In no case should the provisions of the bill 
prohibit expansion, nor should the final decision of such administering 
agency on an application for expansion, be in contravention of the 
wishes of any State as to holding company expansion within its 
boundaries. 

Senator Roznertson. May I interrupt there to ask if you include in 
that provision my bill on that subject. 

Mr. Boytes. Yes, sir; we go into that just a little later sir. I 
might add that on page 5 of my supplemental statement we have com- 
mented in some length on this point. We state, in part, that— 

The provisions of section 5 of H. R. 6227 in reality constitute a Federal freeze 
on any future expansion across State lines and within a State unless such State 
affirmatively authorizes the same by statute. This attempt to regulate by 
Federal authority in such drastic fashion seems inequitable and impractical. 

The legislation should provide for the divorcement of nonbanking 
assets held by bank holding companies and should allow suitable tax 
relief and sufficient time for any bank holding company to dispose of 
such assets in an orderly manner. 

Senator Rozertson. How do you expect the Banking and Currency 
Committee to bring out a tax bill on the Senate side, “when the Con- 
stitution says all tax legislation must originate on the House side ? 

Mr. Boyes. Well, that was part of the statement, sir. I under- 
stand your problem. 








e 


eh M4 IS “4 


“< 


l- 








aise 


SW: 


ARIAT in dlgeN T 2st 


AP ae en i Nice AP Lp 


hee 


cael ts sib, 





CONTROL OF BANK HOLDING COMPANIES 285 





As indicated in my testimony, the American Bankers Association 
favors the enactment of H. R. 6227 provided such bill be amended in 
the particulars we have specified and which are set forth in such sup- 
plemental statement which is so attached hereto. The association's 
attention has been drawn to the fact that on June 28, 1955, there was 
introduced by Senator A. Willis Robertson, S. 2350 proposing a solu- 
tion of this problem differing in some important respects from the 
provisions of H. R. 6227. Because of its conviction that legislation 
providing for additional regulation of bank holding companies is 
desirable at this time, the association believes that if H. R. 6227 with 
the amendments proposed by the association is not to be enacted, 
Senate bill 2350 should receive the serious consideration of this 
committee. 

There are certain provisions of S. 2350, however, which in our judg- 
ment need clarification and amendment. Briefly, these provisions are: 

1. Definition of bank holding company—whether the percentage 
should be 25 or 50 percent, or related to 1 or 2 or more banks. 

2. Acquisition of nan shares—whether or not the supervisory au- 
thorities consulted by the Board and the banks under their supervision 
should not be more definitely spelled out. 

3. Preservation of States rights—whether or not the provision is 
adequate to serve the purpose intended. 

4. Exception to saenian interest—whether or not certain excep- 
tions thereof shoud not logically be related to the definition of a bank 
holding company. 

5. Use of the word “bank” without proper qualifications—under 
the headings “Acquisition of Bank Shares” and “Interest of Non- 
banking Organizations,” the word “bank” appears without the usual 
phrase “a bank, which is a bank holding company.” This important 
omission makes this bill unacceptable unless remedied. The purpose 
of this bill is to regulate bank holding companies and not banks as 
such, and it is of the utmost importance that the provisions be clearly 
stated so as to fit the intent.of this legislation. 

With your permission, we are filing a more detailed statement with 
respect to these suggested changes in S. 2350. 

We deeply appreciate the opportunity of testifying on these two 
bills and sincerely hope that as a result of these hearings a satisfactory 
bill may be reported out by your committee. 

Senator Ropertson. Your supplemental statements will be made a 
part of the record at the conclusion of your testimony. 

I would like to ask you this question? We have been dealing off and 
on for 8 years with bank holding company legislation, is that correct? 

Mr. Boys. It is eight or longer, sir, yes—a long time. 

Senator Rozertson. Nobody has yet been able to propose a bill that 
everybody can endorse. 

Mr. Boyes. That is correct, so far. 

Senator Roperrson. The closest approach to that. came when I in- 
troduced a bill about 4 years ago. At that time my bill was endorsed 
by your association. 

Mr. Boyxxs. That is correct. 

Senator Rogerrson. It was endorsed by the Independent. Bankers 
Association. 

Mr. Boyes. I believe that is correct. 
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Senator Rosertson. It did not put out of business all the bank hold- 
ing companies ae in and around Minnesota, but it did throw 
some limitations upon their operations, and it was endorsed. It was 
not actually what they wanted, but it was endorsed. 

Mr. Boytes. That is right. 

Senator Roserrson. It was endorsed by the Virginia Banking As- 
sociation. It was endorsed by a number of private bankers. 

Mr. Boyes. That is right. 

Senator Roperrson. It was endorsed by the Comptroller of the 
Currency. 

Mr. Boyzes. I understand so. 

Senator Ropertson. It was blocked by Tom McCabe, Chairman of 
the Federal Reserve Board, primarily over the issue of dual control. 

Mr. Boytes. That is what I understand, sir. 

Senator Rogertson. His position was upheld in our subcommittee 
by a Senator from your great State, and by a Senator from the great 
State of New York, two powerful members of the Senate, and in view 
of that fact the subcommittee could not bring out a unanimous report. 
I realize now that I made a big mistake in not yielding to Tom McCabe 
on the two issues that he raised. If I had, the subcommittee would 
have been unanimous, the full committee would have taken the bill, it 
probably could have gotten through the Senate, but I have no idea 
what would have happend at that time over on the House side. But 
we came pretty close to agreement. 

Mr. Boytes. Very close. 

Senator Ropertson. But we did not get agreement. Chairman 
Maybank said, “We will start hearings over again before the full 
committee and let everybody find out what is involved.” Some hear- 
ings were started, but then we got absorbed in other things and ad- 
journment came and the matter died. 

ast year the chairman of the committee, Senator Capehart, in- 
troduced a bill by request, meaning that he just introduced it, he did 
not endorse it. Somebody else wanted it, and he put it in for con- 
sideration. Extensive hearings were conducted. 

Mr. Boyes. That is right. I was here. 

Senator Ronertson. What happened ? 

Mr. Boyes. Nothing. 

Senator Ronertson. Nothing. This year the Independent Bankers 
Association wanted me to agree to start hearings early in January, 
and I said, “What is the use of my starting hearings when we have no 
idea what the House is going to do.” They have never had a hearing, 
as far as I know, on bank holding company legislation. So the same 
bill that Senator Capehart had introduced last year was introduced by 
Chairman Spence of the House Committee. 

Mr. Boytes. That is right. 

Senator Ropertson. Did he conduct extensive hearings? 

Mr. Boytxs. Yes. he did. I was present at the hearings. 

Senator Rorrerrson. Did any Republican member of his committee 
vote for that bill? 

Mr. Boyes. I think the record shows “no,” but I would not want to 
be definitely held to that. 

Senator Rosrrrson. That’s right, not a one of them. So it cer- 
tainly did not satisfy anybody but the majority of the committee. 
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Mr. Boyugs. I believe it was a party vote. That is what they in- 
formed me, 

Senator Ropertson. All right. Then when that bill got to the floor, 
what did the Republicans do? 

Mr. Boyes. Nothing happened, sir. 

Senator Roperrson. Yes; they did something. They offered my 
bill as a substitute. 

Mr. Boyes. That is right. But that was not approved. 

Senator Rozertson. Again, that was a strict party vote. 

Mr. Boyes. That is correct. It was not approved. 

Senator Rosertson. Is this a party issue or a very fundamental 
economic issue ? 

Mr. Boyxes. It should not be a party issue, sir. 

Senator Roperrson. I can assure you on the Senate side it will not 
be treated as a party issue. 

Mr. Boyes. I am happy to hear that. 

Senator Rosertson. I mention these things to indicate that up to 
this point there has not been any agreement on any particular bill. 
The nearest approach was 4 years ago when we almost had a bill. 

Mr. Borxes. That is correct, as I understand it. 

Senator Ropertrson. I am very anxious to see us get a bill. Do you 
know of any way that we have got any chance to get a bill unless 
we have a bill that is less modified, less drastic, less, well, I call it unfair 
to certain interests than the House bill? Something that our commit- 
tee will accept, something that the Senate will accept, and then let the 
difference be ironed out in conference. 

Mr. Boytes. I think that is the proper way to proceed. 

Senator Rogertson. Which would the American Bankers Associa- 
tion prefer—to have everything that you have advocated, which would 
be my bill with the amendments you want in there, changes in the 
definition, the tax provision which we have, of course, no authority 
to put in there; or would you rather take something less and get some 
legislation on the statute books and see how it works, and when if it 
does not work, ask that it be changed in some particulars ? 

Mr. Boyes. It can always be amended at a later date by Congress. 

Senator Rogertson. Of course it could. But I want you to say 
which you prefer. 

Mr. Boytzs. I would like to see legislation enacted, sir. 

Senator Roperrson. Even if it did not go quite as far as you have 
recommended ? 

Mr. Boyizs. Well, only in one respect. I wouldn’t like to see the 
word “bank” used without the qualifications, and I think that was 
probably an omission, because it affects banks rather than bank hold- 
ing companies. That is the one very important feature. 

Senator Roserrson. But you endorse the provision of my bill for 
State control, 

Mr. Boruss. States rights within the State, yes. Across State lines 
we have been a little bit more liberal. 

Senator Roserrson. You understand that the Federal Reserve 
Board is opposed to that. 

Mr. Boyzes. I understand so. 

Senator Roserrson. They want it within their discretion and with 
the understanding that they will give due regard to State laws with 
respect to branches, and so forth. 
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Mr. Boyues. That is right. 

Senator Ropertson. They do not like to have it spelled out. 

Mr. Boytes. Well, we differ a little bit there and would like to have 
this discretionary power reduced to a minimum if we possibly can 
so there would not be any partisan politics. 

Senator Ropertson. There are some who think this puts some limi- 
tation upon the expansion of national banks and we ought not to have 
any reference in there to national banks. That does not disturb you? 

Mr. Boyes. No, not yet. 

Senator Roperrson. Any further questions? We thank you. 

(The supplemental statements of Mr. Boyles follow :) 


SUPPLEMENTAL STATEMENT OF GEORGE R. BoYLES ON §S. 2350 
SUGGESTIONS FOR CLARIFICATION AND AMENDMENT OF 8S. 2350 DEFINITION 


The high percentage of share ownership (majority of 50 percent) required in 
the definition of a bank holding company in S. 2350 would exclude many com- 
panies from being classified as bank holding companies. It would permit com- 
panies to reduce their investments below such required percentage so as to 
avoid being made subject to the provisions thereof. Such companies would still 
be in position, if they desired, to control the management of the banks involved 
and as a result defeat the purpose of the bill. For example, ownership by a 
company of 25 percent of the shares of 1 bank, or even of 2 or more banks, would 
escape bank holding company classification under S. 2350. 

On the other hand, should the required ownership percentage be reduced in 8. 
2350 to as little as 25 percent of the shares of one bank, then many purely local 
situations unnecessarily would be brought under bank holding company regula- 
tion. 

For these reasons, the definition contained in H. R. 6227, based upon owner- 
ship of 25 percent or more of each of two or more banks or of a company which is 
or becomes a bank holding company, would appear preferable. 

We would like to emphasize once more our strong disapproval of the second 
part of the definition in H. R. 6227, vesting discretionary power in the adminis- 
tering agency, to declare other companies as bank holding companies. 


Acquisition of bank shares 


We believe that section 3 (c) could be clarified by deleting the 9th and part of 
the 10th line on page 5 of S. 2350 which reads: “Federal bank supervisory au- 
thorities and the appropriate bank supervisory authorities.” In lieu thereof 
there should be inserted the following: 

“Comptroller of the Currency if any bank the voting shares of which are 
sought to be acquired is a national bank or a district bank; or to the appropriate 
supervisory authority of the State in which any bank the voting shares of which 
are sought to be acquired is a State bank.” 

This follows the language used in H. R. 6227. 


Preserving States rights 


The position of the American Bankers Association is substantially the same 
as set forth in 8. 2350 with respect to regulation of expansion within a State. 

However, it differs with respect to interstate expansion. We refer you to 
pages 9 and 10 of the supplemental statement (on H. R. 6227) for a detailed 
explanation of our position. 


Exceptions to prohibitions relating to nonbanking interests 


Certain exceptions to the definition of a bank holding company in H. R. 6227 
have been rearranged in 8. 2350 to become exceptions to the prohibitions relating 
to interests of nonbanking organizations. Because of this arrangement under 
S. 2350, any bank holding company which is organized and operated principally 
for religious, charitable, scientific, literary, or educational purposes, etc., would 
be obliged to register and be subject to examinations. They would only be 
exempt from divorcement of nonbanking interests. It would seem that this 
procedure might unduly burden the administering agency with unnecessary work 
which could be avoided if section 4 (d) (1) were made an exception to the 
definition of a bank holding company instead of as now provided. 
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Use of word “bank” without proper qualification 

In several instances reference is made to a “bank,’’ when it should be to a 
“bank, which is a bank holding company.” 

For example, section 3 (a) of S. 2350 states it shall be unlawful without prior 
approval of the Board for any bank holding company to acquire ownership or 
control of voting shares of any bank, ete. It further states that such prohi- 
bition is not to apply to shares acquired by a bank in good faith in a fiduciary 
capacity or in the regular course of securing or collecting a debt previously 
contracted, but any shares acquired after the date of this act in securing or 
collecting any such previously contracted debt shall be disposed of within a 
period of 2 years from the date on which they were acquired. 

The purpose of S. 2350 is “to define bank holding companies, control their 
future expansion, and require divestment of their nonbanking interests.” 
Therefore, the use of the word “bank” in the prohibition without qualifying it 
as a bank holding company would be contrary to the intent and purpose of the 
act. The intention of the bill is to regulate bank holding companies and not 
banks. 

In similar situations H. R. 6227 provides “by a bank, which is a bank holding 
company.” 

It is recommended that S. 2350 be amended to conform to the purpose of the 
bill as follows: 

1. Amend section 3 (a) of S. 2350 by placing a comma after bank (line 6, 
page 4) and inserting after it: “which is a bank holding company,”. 

2. Amend section 4 (ec) (2) by placing a comma after bank (line 8, page 7) 
and inserting after it: “which is a bank holding company,”. 

8. Amend section 4 (c) (3) by placing a comma after bank (line 11, page 7) 
and inserting after it: “which is a bank holding company”. 


SUPPLEMENTAL STATEMENT OF GrorGE R. Boyes on H. R. 6227 


POLICIES OF AMERICAN BANKERS ASSOCIATION APPLICABLE TO H. R. 6227 


1. Definition of bank holding company should be adequate to cover the objec- 
tives of this type of legislation and should provide for the exclusion of special 
situations which exist at the time of the enactment of such bill. We do not 
believe that it should be left to the discretion of any Federal agency to determine 
if a company is to be considered as a bank holding company. 

2. The legislation should outline the scope and the manner by which the des- 
ignated regulatory authority will administer the act, especially in relation to 
the autonomy of the laws of the several States. It is vital that each State should 
be permitted to determine whether or not bank holding company expansion 
should be permitted within its borders and whether or not it should permit a 
holding company domiciled in another State to cross State lines and operate 
within such State. 

3. The association is of the opinion that in connection with the reservation of 
States’ rights that no bank holding company should expand within the State 
in which it has its principal place of business if prohibited by State law and that 
no bank holding company should be permitted to expand outside of the State in 
which it is domiciled unless the laws of such outside State expressly permit such 
expansion. In connection with such suggested provision, the association believes 
that there should be a further restrictive condition with respect to the removal 
of the principal office or place of business of a bank holding company to another 
State so as to prevent circumvention of the principles which have been above 
outlined. 

4. A provision for the divorcement of nonbanking assets held by bank holding 
companies should be incorporated in such legislation. Among the important 
factors to be considered in connection with such divorcement are the time ele- 
ment, tax relief and exemption of wholly owned corporations devoting their 
entire efforts to servicing the holding companies, such as auditing, appraising or 
investment consulting. A bank holding company should be permitted to dispose 
of its bank assets and continue as a holding company for nonbanking interests 
and under such circumstances be given appropriate tax relief. : 

5. The legislation should contain no restrictions upon the acquisitions of 


additional shares of stock by a bank holding company already owning a majority 
of the stock of such bank. 
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COMMENTS ON APPLICATION OF SUCH POLICIES 


During the last session of Congress the Senate Banking and Currency Commit- 
tee held hearings on §S. 1118, a bill to regulate bank holding company expansion. 
Certain suggestions made at that time were incorporated in H. R. 2674. There 
also were added some new features not previously considered by Congress. 
Further changes were made in H. R. 2674 by the House Banking and Currency 
Committee and the House which are now contained in H. R. 6227 passed by the 
House. These comments are confined only to the two important phases of the 
bill, H. R. 6227, now under consideration. 


1. DEFINITIONS 


Section 3 of H. R. 6227 gives two definitions for a bank holding company: 

1. Any company which now or hereafter, directly or indirectly, owns, controls 
or holds with power to vote, 25 percent or more of the voting shares of each 
of two or more banks or of a company which is or becomes a bank hiding com- 
pany by virtue of this act. 

2. Any company which the Board determine, after notice and opportunity 
for hearing, directly or indirectly exercises (either alone or pursuant to an ar- 
rangement or understanding with one or more other persons) a controlling 
influence over the management or policies of two or more banks. 

It is felt that the first definition of 25 percent or more of the voting shares 
of each of two or more banks is satisfactory and would eliminate so-called 
fringe organizations or organizations which only potentially and theoretically 
might be expected to embark upon a program of controlling banks. 

The second definition contained in section 8 of H. R. 6227 would give to the 
Board of Governors broad discretionary powers, perhaps too extensive to be 
satisfactory from the standpoint of the banking system. The American Bankers 
Association has consistently favored the minimizing of discretionary authority in 
Federal 5 gi? agencies. Actually, this authority nullifies the first defini- 
tion in H. R. 6227 ed permitting the Board of Governors to include such com- 
panies under the act as it may determine. It is our belief that the determination 
as to whether or not a holding company is a bank holding company should depend 
upon specific language of the bill such as is contained in the first definition and 
not upon the wishes of a Government agency. If such discretionary authority 
is to remain in the bill, then suitable standards or norms also should be in- 
cluded which should be taken into consideration by the Board in arriving at 
a decision. 

As requested, there was submitted to the chairman of the House Banking and 
Currency Committee suggestions as to possible standards which might be incor- 
porated in the bill in the event that such discretionary authority is given to the 
Board. These standards are as follows: 

“1. That there must be convincing evidence of the exercise of controlling in- 
fluence over the management or policies, 

“2. That the influence must be of such nature that the management of banks 
involved formulate overall bank policies or make important banking decisions 
in conformity with the wishes of such company, and 

“3. That such inftuence over such company need not be accompanied by any 
ownership of shares in the banks involved.” 

Under the present provisions of H. R. 6227, without such standards, it would 
be possible for the Board to consider the following, for example, as exercising a 
controlling influence over the management or policies of two or more banks: 

1. Large city banks which handle and advise smaller correspondent banks on 
the management of their bond portfolios. 

2. Large city banks which hold conferences for the purpose of informing their 
correspondents on better management and operating policies. 

3. Firms of accountants, specializing in banking problems, which advise banks 
on management and operational policies. 

4. Law firms which advise a number of banks on management policies. 

H. R. 6227, as passed by the House, included a new provision not included in 
the original bill, H. R. 2674, on which hearings were held. This new provision 
makes any successor to any such company a bank holding company from the date 
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as of which such predecessor company became a bank holding company. The 
American Bankers Association has never opposed including such a provision in a 
bank holding company bill. 


Recommendations 


It is recommended that the first definition be amended to include also “con- 
trol of sufficient stock to control the election of a majority of the directors of 
any of the two banks necessary to constitute a bank holding company.” 

It is reemmended that the second definition giving the Board such broad 
discretionary powers to determine that a company is a bank holding company be 
deleted from the bill unless suitable standards be incorporated to guide the 
Board in its decisions. 

It also is recommended that if the administering agency is to be given the 
discretionary power to determine that a holding company is a bank holding 
company as set forth in the second definition, it also should be given the authority 
to declare on a revocable basis, where circumstances warrant, that a certain 
company for the purpose of the act, should not be considered as a bank holding 
company. 

It further is recommended that Congress restrict to a minimum the number 
of organizations to be excluded in the bill from being considered as bank holding 
companies. It would seem fundamental that very few organizations should be 
excluded; otherwise the main objectives of the bill would be defeated. 


2. ACQUISITION OF BANK SHARES OR BANK ASSETS 


The provisions of section 5 of H. R. 6227 in reality constitute a Federal freeze 
on any future expansion across State lines and within a State unless such State 
affirmatively authorizes the same by statute. This attempt to regulate by 
Federal authority in such drastic fashion seems inequitable and impractical. 
It should be remembered that during the past 25 years bank holding companies 
served a useful purpose in supplying many communities with services, especially 
during the trying depression period of the early thirties. Not only that, but 
this country in recent years has been undergoing a rapid expansion of produc- 
tion and population. The demands of the Nation’s dynamic economy requires 
the further development of bank services, the increase of banking resources and 
the assurance of the continuity of sound bank management. In their operations 
bank holding companies have made their contributions in this respect. 

A. Section 5 (a) and (b) of H. R. 6227 provides that it shall be unlawful, 
except with the prior approval of the Board— 

1. For any action to be taken which results in a company becoming a bank 
holding company ; 

2. For any bank holding company to acquire, directly or indirectly, any 
voting shares of a bank; 

3. For any bank holding company or subsidiary thereof other than a bank 
to acquire all or substantially all of the assets of a bank. Before approving 
any application the Board shall give notice to and allow 30 days within which 
views and recommendations may be submitted by the Comptroller of the 
Currency if a national or district bank is involved, or to the appropriate 
supervisory authority of the State in which applicant company or any bank 
affected by the application is a State bank. The application shall not be 
granted if these agencies file a written disapproval. 


Recommendations 
It is believed that the procedure as provided in H. R. 6227 for securing approval 


from the Board on an application to expand could be improved if amended as 
follows: 


1. The Board in the event of an emergency should possess some authority for 
accelerating action on an application. 

2. The Board, despite the adverse recommendation of any supervisory author- 
ity, should be permitted to approve an application if it believes that it is in the 
public interest to do so. While an attempt, although not satisfactory, is made in 
section 5 (c) to defer to the individual States the determination of the degree of 
expansion to be permitted bank holding companies, the final decision on a specific 
application for expansion, it is our belief, should lodge in one central anthority 
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without any power of veto by other supervisory authorities. The Board as the 
administering agency of the act should appraise the findings and recommenda- 
tions submitted to it by the other supervisory authorities and arrive at a fair 
decision, which decision would be final. This procedure not only respects States 
rights but also permits the development of an equitable and uniform method of 
regulation. The Board also should have the right, even though the application be 
approved by any supervisory authority, to disapprove such application if it be- 
lieves it to be in the public interest to do so. 

3. In addition H. R. 6227 should provide that nothing in the act should prevent 
or require any specific approval of the acquisition by a bank holding company 
of ownership or control of shares of a bank of which it already owns or controls 
a majority of shares. 

B. Section 5 (c) of H. R. 6227 further provides that no application shall be 
approved which will permit: 

1. Any bank holding company or any subsidiary thereof to acquire directly 
or indirectly, any voting shares of, interest in, or all or substantially all of 
the assets of any additional bank located outside of the State in which 
such bank holding company or subsidiary thereof maintains its principal 
office and place of business or in which it conducts its principal operations ; 

2. Any bank holding company or any subsidiary thereof to acquire, directly 
or indirectly, any voting shares of, interest in, or all or substantially all of 
the assets of any additional bank, except: 

(a) within geographic limitations that would apply to the establish- 
ment of branches of banks under the statute law of such State, or 

(6) unless the acquisition is at the time authorized by statute law 
of such State by language specifically granting such authority affirma- 
tively, and not merely by implication. 


Recommendations 


It is believed that the expansion limitations of H. R. 6227 could be improved 
as follows: 

1. The complete Federal freeze of any expansion of a bank holding company 
outside of the State in which located, as provided for in H. R. 6227, is an inva- 
sion of the rights of the outside State. It should be modified so as not to deprive 
such outside State of the right to determine whether such expansion is to be 
prohibited or permitted. 

2. The prohibition in H. R. 6227 against expansion of a bank holding company 
within a State based upon geographic limitations applying to the establishment 
of branches of banks will result in inevitable confusion and conflict of laws and 
should be deleted. It is an attempt to regulate two dissimilar types of organ- 
izations by laws designed specifically to apply only to one, that is, branch bank- 
ing. A bank branch is by form, ownership, and functions vastly different from 
a bank-holding-company affiliate. See exhibit A for difference between a bank- 
branch and a bank-holding-company operation. 

3. The second part of the prohibition against bank-holding-company expansion 
within a State accepts in part the principles of States’ rights, but should be modi- 
fied so that each State will be given the privilege to determine if such expansion 
is to be prohibited. 

4. It is believed that a more realistic and reasonable approach to the regula- 
tion of expansion than that contained in H. R. 6227 would be an amendment to 
read as follows: 

“Notwithstanding any other provision of this section, no application shall be 
approved under this section which will permit (1) any bank holding company 
or any subsidiary thereof to acquire, directly or indirectly, any voting shares of, 
interest in, or all or substantially all of the assets of any bank located outside 
of the State in which such bank holding company or subsidiary thereof maintains 
its principal office and place of business or in which it conducts its principal 
operations, unless the laws of such (outside) State expressly permit such acquisi- 
tion by a bank holding company or subsidiary thereof (instead of permitting 
expansion of a bank holding company across State lines if allowed by the law 
of the outside State, H. R. 6227 prohibits entirely any expansion across State 
lines); and (2) any bank holding company or subsidiary thereof to acquire, 
directly or indirectly, any voting shares of interest in or all or substantially all 
of the assets of any additional bank within the State in which they have their 
principal place of business, if prohibited by State law. (Instead of permitting 
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expansion of a bank holding company within a State unless prohibited by State 
law, H. R. 6227 prohibits such expansion unless the law of the State authorizes 
pranch banking or bank holding company expansion.)” 

5. It is also believed that this section should be further amended to provide 
for restricted conditions with respeet to the removal of the principal office or 
a place of business of a bank holding company to another State so as to prevent 
2 circumvention of the principles above set forth. 

j 3. OTHER PROVISIONS 


The other provisions of H. R. 6227 appear to be satisfactory. 
such provisions should provide: 
1. For adequate provisions relating to borrowing by bank holding companies 


We believe that 


8 from their subsidiaries ; 
4 2. For suitable hearings in connection with the review of any decision made 
¥ by the administering agency if supported by evidence indicating arbitrary or 


capricious action on the part of the supervisory authority ; 

3. For necessary penalties in the event of violations of provisions of the act 
or of regulations issued thereunder providing that penalties against individuals 
should be omitted ; 

4. For adequate arrangements and sufficient time for the divorcement of non- 
banking interests by a holding company or the divorcement of banking interests 
by a holding company with suitable tax relief; 

5. For adequate provisions relating to divorcement of nonbanking interests 
which would appropriately exempt certain investments from such divorcement, 
especially any subsidiary of a bank holding company determined to be so closely 
related to the business of banking or of managing or controlling or servicing 





controlled banks, as to be a proper incident thereto. 


Exursit A 


COMPARISON OF BRANCH BANKING AND HoLping CoMPpANY OPERATIONS 


BRANOH BANKING 


HOLDING COMPANY OPERATIONS 


Corporate Organization 


One legal entity created under a sin- 


Two or more separate legal entities 


gle charter covering the main office of each created under a separate charter, 


bank and all its branches. 


one for each bank affiliate. 


STOCK HOLDERS 


Possess the same stockholders. 


Possess different set of steckholders 
for each affiliate. 


SUPERVISION 


Main office of bank and all branches 
are under supervision of the identical 
authority as provided by the laws under 
which organized. Could be either Fed- 
eral or State laws. 

Main office and all branches also 
would be subject to supervision of Fed- 
eral Reserve System if a member of 
FDIO, if insured. 


Each affiliate individually is subject 
to supervision under the laws under 
which it was separately organized. 
Some affiliates could be organized under 
State laws and others under Federal 
laws. 

Hach affiliate may or may not be sub- 
ject to supervision of Federal Reserve 
System or FDIC, depending if such af- 
filiate is a member of the Federal Re- 
serve System or if insured in the FDIC. 

If a holding company controls both 
National and State member banks and 
procures a voting permit, then the hold- 
ing company, as well as all of its affili- 
ated nonmember State banks are sub- 
ject to examination by and reporting of 
the Comptroller of the Currency and the 
Federal Reserve Board. 
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Board of directors 


One board of directors. 







Amounts to absentee management by 
officers of main office and board of 
directors. Officers in charge usually 


have limited powers. 






Single capital structure for main 


office and all its branches. 






All deposits pooled as deposit liability 
of and available for investment or loans 
by the bank through main office or any 
of its branches. 






Loan limit based upon capital and 
surplus applies to the aggregate of all 
loans made at main office and at all 
branches. (In case of national banks 
the limit is 10 percent of capital and 
surplus. ) 


As a result a small branch in an 
industrial section can handle the loan 
requirements of large customers up to 
the total limit permitted of the whole 
branch banking operation. Conse- 
quently the branch usually carries the 
deposit accounts of such customers, 


Management 





Capital structure 


Deposits 


Loan 






A separate board for each affiliate. 
Statutes commonly impose residence 
requirement. 

For example, national banking laws 
require that every director, during his 
whole term of service, must be a citizen 
of the United States, and at least three- 
fourths of the directors must have re- 
sided in the State, Territory, or district 
in which the association is located or 
within 50 miles of the location of the 
office of the association, for at least 1 
year immediately preceding their elec- 
tion, and must be residents of such 
State or reside within a 50-mile terri- 
tory of the location of the association 
during their continuance in office. 

Each director must own stock in the 
association, the aggregate par value of 
which shall be at least $1,000, unless 
the capital of the bank does not exceed 
$25,000, in which case he shall own not 
less than $500. 

Any director ceasing to own the re- 
quired number of shares, shall vacate 
his place. 





Affiliates are local institutions man- 
aged by local board of directors and of- 
ficers. May have some supervision and 
assistance on loan and investment over- 
all policies from holding company. 


Separate capital structure for each 
affiliate. Changes in capital are subject 
to the supervisory authority having 
jurisdiction over each affiliate. 


Each affiliate has its own deposits 
which are its sole liability, and which 
such affiliate alone can invest or loan 
from its own office and to its own cus- 
tomers. 


limit 


Fach affiliate has its own loan limit 
based upon its own capital and surplus. 
This limit has no relation to capital and 
surplus of any or all of the other affil- 
iate banks and the holding company. 

An affiliate has a special restriction 
imposed by section 24 of the Federal 
Reserve Act with respect to loans to 
other affiliates. 

An affiliate in an industrial section 
ean only handle the loan requirements 
of a customer up to its individual 
limits. Consequently substantial de- 
posits of the customer usually go to a 
larger bank or branch banking opera- 
tion with larger loan limits. 
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Loanable funds 


Each branch has access to entire 
capital funds and deposits of the bank 
(main office) and all branches. Con- 
sequently a branch might lend more 
than the total deposits of that particu- 
lar branch. 


Each affiliate has available for loans 
only its own capital funds and deposits. 
This parallels the situation of inde- 
pendent banks. An affiliate therefore 
is dependent upon correspondent banks 
to share excess loans. 


Termination 

Branch can be closed at any time if Requires voluntary liquidation of 
unprofitable. All that is required to affiliate according to provisions of the 
elose a national bank branch is a reso- State or Federal laws under which it 
lution of the board of directors or of was chartered. 
the stockholders, if branch is described 
in articles of association, and the trans- 
mittal to the comptroller of such reso- 
lution together with certificate author- 
izing the branch. 

Senator Rosertson. The next witness is Mr. George A. Newbury, 
president of the Manufacturers & Traders Trust Co. of Buffalo, N. Yi 


STATEMENT OF GEORGE A. NEWBURY, PRESIDENT OF THE 
MANUFACTURERS & TRADERS TRUST CO., BUFFALO, N. Y. 


Mr. Newsury. My name is George A. Newbury. I am president of 
Manufacturers & Traders Trust Co. of Butlalo, N. Y., an independent 
bank with deposits of $3825 million and 3 2 banking offices, all in the 
Ninth Banking District of the State of Ne w York, 18, within the city 
of Buffalo and 14 outside Buffalo but within a radius of 40 miles of 
the city. 

I represent no organized group, and speak only for myself and the 
bank of which I am president. 

I have undertaken to familiarize myself with the proposed legisla- 
tion relating to bank holding companies and the arguments presented 
pro and con at these hearings. It seems to me one point has been 
overlooked. I will address myself solely to that. 

Speaking as an independent banker, I favor reasonable supervision 

of bank holding companies. They can develop to an extent and in a 
manner detrimental to the public good. However, I cannot honestly 
say they are bad per se. As pointed out by Mr. Cook of the F DIG, 
banks owned and directed by holding companies present fewer prob- 
lems as to capital funds, asset condition and m: inagement, than unit 
banks under independent management and control. It will not be 
difficult for the committee to verify the complete accuracy of that 
statement. Most bankers will readily admit it. 

The legislative problem is to set up safeguards which will prevent 
these holding companies from developing undesirable characteristics 
that will outweigh the desirable ones mentioned by Mr. Cook. Ob- 
viously, that should be done by some reasonable regulation—not by 
destroying existing holding companies or by preventing the organiza- 
tion of new ones. 

Consider the situation in New York State. We have a holding 
company there, operating throughout the State—Marine Midland 
Corp. Speaking as an independent banker in New York, and‘as one 
of its principal competitors, I have no hesitancy in telling you it is a 
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fine, well-run organization, possessing all the commendable qualities 
so well expressed by Mr. Cook. It gives us rugged competition, and 
] believe its officers will agree that we in our bank are no pushovers 
competitively either. 

Our chief concern from a strictly competitive standpoint arises from 
the fact that through its 136 banking offices in 64 communities, com- 
pletely blanketing New York State, it can offer a statewide service. 
Our bank can render only a local service in the extreme western end 
of the State. Other independent bankers in New York State likewise 
can render only a local service in their respective areas. The ability 
to render a statewide service is a very potent sales argument for all 
except strictly local businesses. 

With the present trend toward merger and consolidation in all lines 
of business, that sales argument of being able to offer a statewide 
service may well become more potent in the near future. It is quite 
within the bounds of possibility that within a few years, if present 
trends continue, there will be no way to meet that kind of competition 
except with another statewide organization. 

H. R. 2667 and S. 880 would completely block the formation of 
such a competing statewide banking setup. By preventing it, Con- 
gress would have done the very thing it is seeking to guard against— 
stifled competition and frozen an existing holding company into a 
preferred position, where through the simple process of growth in 
its present 136 banking offices, and through establishing new offices 
under existing State law, it will acquire a steadily increasing percent- 
age of the total banking business of the State. The practical effect 
of such a law would be to legislate a prospective monopoly into 
existence. 

S. 2350, which has been approved by the Board of Governors of 
the Federal Reserve Bank and by the Comptroller of the Currency, 
does not present this difficulty. Under 8. 2350 the Board of Governors 
of the Federal Reserve Bank could permit the formation of a new 
holding company to operate within the bounds of a specified State, 
provided competitive conditions justified such action. 

I would also suggest that regulation of the type provided by S. 2350 
would more nearly conform to the concept of government established 
by our Federal Constitution. The restriction of interstate holdings 
by a bank holding company is well within the province of Federal 
legislation. Restriction within the States, however, should more 
properly be left to the several State governments, which can tailor 
their own legislation to the situations existing within their States. 

I think I would like to add to my prepared statement that I don’t 
want to entirely endorse S. 2350. So far as this particular problem 
is concerned, S. 2350 is much to be preferred. However, I am inclined 
to think that perhaps even S. 2350 may require further study before 
enactment. 

Senator Rosertson. We have been studying it for over 8 years and 
we have not reached any conclusion. Do you have any specific changes 
you would recommend that would make it better ? 

Mr. Newsury. I think perhaps the provisions for judicial review 
in S. 880 would be an improvement over what is found in S. 2350. 
I also think it might be sane perfectly clear in S. 2350 that the organi- 


zation of new holding companies, with the approval of the Federal 
Reserve Board, is permitted. 
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Senator Ropertson. Any other recommendation ? 
Mr. Newsury. Those are the two chief things that have occurred 
to me. 

Senator Roserrson. The first one, you say, is in the House bill? 

Mr. Newsory. That is right. 

Senator Rozertson. The second one is not in either of the other bills. 

Mr. Newsoury. It is not in either bill. 

Senator Rovertson. You would put it in one of them. 

Mr. Newsury. Whichever one is to be enacted, if one is to be 
enacted; yes. 

Senator Ropertson. You understand the legislative procedure. 
The House passes a bill—it may be a Senate bill. We finally vote 
on a Senate bill. When we do that, we take the House bill and strike 
out everything after the enacting ¢ lause and substitute ey Senate bill 
and ask for a conference. It is still the House bill, but it has the 
Senate language in it. Then the conference has the power to make 
any changes within the framework of the bill. The *“y can take some 
from one and some from the other and adjust the differences. 

Now, which would you prefer—that the Senate pass a bill that had 
most. of what you wanted in it, but not all of it, and go to conference 
and see if, in the long run, you could get something you like a little 
better, or would you rather not have any legislation unless you got 
everything you wanted ? 

Mr. Newsury. Well, I don’t think any of us can expect perfection. 
I wouldn’t particularly quarrel with either method, provided you 
come up with a pretty good bill in the end. 

Senator Roperrson. You do want some regulation of bank holding 
companies. 

Mr. Newsory. I don’t quarrel with regulation, no, sir, provided it 
is reasonable and fair. 

Senator Roprerrson. Are you a bank holding company ? 

Mr. Newsury. No; we are not. We are an independent bank, 
operating in only 1 of the 9 banking districts of New York. 

Senator Roserrson. And the House bill does not make you a bank 
holding company. 

Mr. Newrsury. It does not. 

Senator Rosperrson. Any other questions ? 

Senator Monroney. I wanted to ask about this restriction on the 
last page, the restriction within States that regulation of a bank 
holding company should more properly be left to the several State 
governments which can tailor their own legislation to the situations 
existing within their States. That would apply only to bank holding 
companies operating within one State, would it not ? 

Mr. Newsury. That is right. In other w ords, it seems to me that 
there is no particular reason for Congress to pass a bill that will 
control holding companies operating wholly within a State, other than 
simply normal regulation. Certainly you ought not to prohibit the 
organization of one that will operate wholly within a State. 

Senator Monroney. You recognize that if they are interstate, that 
then it would require some Federal legislation, if we are going to have 
any regulation over what they can do. 

Mr. Newsvry. Absolutely. You understand our situation in’ New 
York clearly now? In other words, we have nine banking districts 
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in New York State. The State is divided into nine areas, and banks 
may have branches within those areas, but not over district lines. 
Consequently, we are restricted to operating wholly within the west- 
ern end of the State, and under 8S. 880 we never could operate other- 
wise. Whereas our competitors, already operating statewide, can 
continue to expand statewide. 

Senator Monroney. Were they operating statewide at the time the 
State law was passed ¢ 

Mr. Newrury. Yes. 

Senator Monroney. They allowed those to go on. 

Mr. Newsury. That is right. 

Senator Roperrson. We thank you. 

The next witness is Mr. B. F. Pope, chairman of the executive 
committee of Marine Midland Corp. 


STATEMENT OF BAYARD F. POPE, CHAIRMAN, EXECUTIVE COM- 
MITTEE, ACCOMPANIED BY BALDWIN MAULL, PRESIDENT, 
MARINE MIDLAND CORP. 


Mr. Pore. Good morning, sir. I have with me Mr. Baldwin Maull, 
who is president of the Marine Midland Corp. 

My name is Bayard F. Pope. I am appearing to state the position 
of Marine Midland Corp., a bank holding company owning an aver- 
age 98 percent of the stock of 11 banks, all in New York State. They 
have combined deposits of $1,685 million represented by approxi- 
mately 850,000 accounts, and combined loans and mortgages of $850 
million represented by approximately 350,000 accounts. ‘This aver- 
ages $1,900 per deposit account and $2,280 per loan and mortgage. 
The business of these banks is strongly based on service to small busi- 
ness both as depositors and borrowers. This is primarily an up- 
state New York organization. The 11 banks serve 69 communities 
through 144 offices (10 only in New York City) and by a recent count 
represent: 


Including Excluding 
New York New York 





City City 
: | Percent | Percent 
Total number of commercial banks in New York State................-.-.-. 1. 59 1.54 
Aggregate deposits of all commercial banks in New York State | 4.5 14.1 


| 
Total number of banking offices of all commercial banks in New York State_| 9.4 | 13.1 


We are not concerned with definition of a bank holding company: 
ownership of other businesses; or expansion beyond the one State of 
New York. 

We are concerned with the possibility of any needed expansion 
within one State (New York) to the extent needed to take care of 
business there and, while believing that no new law is needed, we offer 
our views on S. 2350 and on S, 880 (with which we include H. R. 6227) 
as to this one limited but important subject of expansion. 

1. S. 2350 has a sound approach, with some flexibility left to the 
Federal Reserve Board, but only subject to stated standards. It is 
much preferable to S. 880, and as between the two we strongly recom- 
mend it. 
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We have one reservation concerning the text of 5. 2350: An acquisi- 
tion is prohibited if under the same circumstances the acquisition 
would be expressly prohibited by State statute. While protective of 
States rights, and creating entirely new States rights, this strikes a 
hard blow at the national banking system. It could permit 48 differ- 
ent rules concerning ownership by corporations of the stock of national 
banks, regardless of the views of the Comptroller as to what is sound, 
as well as with respect to stock of State banks. 

Upstate New York industries and industrial territories are steadily 
growing and expanding. Any bank there, which cannot keep pace 
with this growth and expansion, will not adequately serve the needs 
of such industries and territory. 

Senator Ronerrson. May I interrupt you there. In my bill there 
are two provisions about control. One is a discretion given to the 
Federal Reserve Board about national banks. The other, the last 
provision, puts them definitely under State control. Do you favor 
either of those or do you want them both to go out ? 

Mr. Porz. No, sir. We do not favor them. We believe that Federal 
control without the possibility of successively passed State legisla- 
tion would lead to what would be a hodgepodge i in the control of bank 
holding companies—subject to the various State laws as they may be 
passed. 

Senator Ropertson. Then you favor the provision of the bill that 
permits the Federal Reserve Board, working perhaps with the C omp- 
troller of the Currency, to pass on this question of proposed expansion. 

Mr. Porr. Yes, sir. Reasonable flexibility in this respect, subject 
to supervisory control as suggested in S. 2350 should be available to 
Marine Midland banks. The rigidity of S. 880 or H. R. 6227 will 
impair the ability of Marine Midland banks to take care of the require- 
ments of the growing territories they serve, and thus damage banking 
in the upstate region of New York State. It will tend to transfer 
banking business from those territories to the metropolitan centers. 

In any event, S. 880 or H. R. 6227 should be changed in three 
ways as to expansion: 

(a) New York State has never considered a holding company sys- 
tem to be similar to a branch system. The branch laws of New Yor k 
State have been amended six times during Marine Midland Corp.’s 
existence, without the slightest suggestion that they should apply toa 
holding company. The provisions of paragraph (c) of section 5 are 
in complete derogation of States rights—an undue limitation on the 

right of a State to continue as it is, without further legislation—and 
should be stricken from the bill. 

Otherwise, there should be added to section (5), H. R. 6227, for the 
protection of banking in New York State, a new paragraph, which 


would come e under section 5 (c) (ii), line 20 on page 8 and should read 
as follows 


or (iii) in the case of a bank holding company whose principal operations are in 
only one State, and only then if such acquisition would not 


ne unduly restrict 
competition or tend to create a monopoly. 


Senator Ropertson. May I interrupt you again. Did you testify 
on the House bill? 


Mr. Poprr. I entered a brief. 


Senator Rosertson. Isn’t it true that the Spence bill has the same 
provision as my bill with respect to State control ? 
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Mr. Pore. Not precisely, sir. , 

Mr. Mauty. The Spence bill says that the State must pass an affirma- 
tive law providing for expansion. Your bill says it is permissible 
unless the State has prohibited it. One is negative and the other 
positive. ie 

Senator Roserrson. But there was a provision. 

Mr. Mautu. Yes, sir. 

Senator Roserrson. All right. You may go ahead. 

Mr. Porr. This country has grown great on competition and, so 
long as there is competition, the public will be served. 

(6) State banking authorities should be consulted, but should not 
have a veto. This bill confers on State officials powers which their 
own States have not seen fit to give them. Furthermore, and more 
important, this provision, as noted above, is in derogation of the 
independence of the national banking system and could create 48 
different rules on 1 common banking problem of national scope. 

(c) The holding company could not even invest additional funds 
in voting securities of banks already owned by it outside of one dis- 
trict, under our branch-banking laws of New York State, so that the 
capital funds of those banks could become seriously depleted. It 
could not buy back directors’ qualifying shares, or an outstanding 
minority, even though there were no other market. Such purchase 
should be permitted. 

As to the basic theory of S. 880 or H. R. 6227, that a holding- 
company system is equivalent to a branch system, we note that— 

1. Both the Federal Reserve Board and the Comptroller strongly 
disagree. 

No testimony has so far offered even a single instance to prove 
this. 

3. Any holding-company system so operated would be in violation 
of branch-banking laws. This should call for action by the appro- 
priate authorities, not new legislation. 

4. Asa practical matter, the Marine Midland Corp. does not operate 

in any way like a branch system, and would be unsuccessful in its 
operation if it tried to, under present laws. 
5. It is in derogation of States rights, in that it requires a State 
like New York to pass new legislation in order to stay in its present 
position respecting a holding company operating entirely within 
the State. 

6. It withdraws from the independent bank an important market. 
and sometimes the only market, for sale of the bank when occasion 
requires, unless this sale is for cash. Thus the sale of banks is not 
restricted, but the stockholders of a selling bank (usually small) are 
forced to make a taxable sale, instead of being allowed to take holding- 
company stock on a tax-free exchange basis. — ’ 

The foregoing comments on this legislation are respectfully sub- 
mitted, based on the situation in New York State and the experience of 
Marine Midland Corp. and the Marine Midland banks. 

_ We believe that 5. 2350 is much better conceived, and more in the 
interest of banking in New York State, than is S. 880 or H. R. 6297. 
Again, as between the bills, we strongly recommend S. 2360. 

would now like, if I may, to give you a :;hort description of the 
Marine Midland Corp. and their method of operation, for the sole 
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purpose of indicating, in a practical way, the injury that bill S. 880 
or H. R. 6227 would inflict on a sound banking operation existing for 
25 years and now serving one million people in New York State with- 
out criticism as to its forms of operation by any supervisory authority 
and, to the best of its knowledge, without official complaint by any 
individual, corporation, or customer in the State of New York. 

Marine Midland Corp. is a bank holding company organized in 
Delaware in 1929, qualified to do business in New York State, and 
having its principal office in Buffalo, N. Y. 

It is in the business of owning the stocks of banks and supplying 
capital and services to those banks. It has no other business and 
wants no interest in any business except banking. It has no invest- 
ments except bank stocks (having a book value of aproximately $135,- 
552.000). cash and United States Government obligations, the stock of 
a former service company for the banks, which purchases installment 
paper for them, and the stock of a former affiliate, which is now being 
liquidated. Its assets, all unencumbered, in effect constitute a strong 
reserve available for the raising of cash if needed by any of the several 
constituent banks in time of economic stress. 

Marine Midland Corp. is owned by approximately 23,616 stock- 
holders, more than 15,250 of whom are registered at addresses in the 
State of New York. Most of these 15,250 stockholders are resident in 
those parts of the State in which there is a Marine Midland bank or 
branch. For instance, there are 6,850 stockholders in western New 
York where the largest bank operates; 2,036 stockholders resident in 
New York City; 876 stockholders resident in Syracuse; 1,602 stock- 
holders resident in Rochester; 806 in the southern New York area; 
568 in Troy; and 417 in Watertown; in each of these localities there 
isa Marine Midland bank. Marine Midland Corp. may fairly be said 
to be as locally owned as many, if not most, unit banks. The only 
difference between the resident stockholder who owns the stock of his 
bank and the resident stockholder who owns Marine Midland Corp. 
stock is that the corporation’s stockholders not only have an interest 
in the local bank, but also have a diversified investment in banks and 
« readily marketable security, listed on the New York Stock Exchange, 
instead of a local security traded on an over-the-counter basis. The 
ownership of this corporation is in the hands of stockholders, most 
of whom live in the vicinity of the banks they own with the opportu- 
nity to know what their corporation is doing and how they operate. 

Each Marine Midland bank is an outstanding local institution in 
its community or region. It is autonomous with a majority of local 
directors, advisory board members, and officers familiar with local 
conditions, upon whom rests the responsibility of successful operation, 
in fact as wellasinlaw. The directors of the banks, and the members 
of the advisory boards on whom many local responsibilities rest, are 
leading citizens of their communities, leaders of business who do their 
very best to see to it that these institutions serve their communities 
adequately and are well staffed and managed. 

Essentially and fully, the final responsibility for management at 
each Marine Midland bank devolves upon its own senior officers and 
board of directors. The main function of Marine Midland Corp. is 
to make service available to the senior officers and directors of each 
bank, which will permit tnem to offer to their respective customers the 
best and broadest service possible. 
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Permanent success and development in the banking business as 
with any other business dealing with the public depends on service— 
handy, complete in its field, and pleasantly administered. To be suc- 
cessful, this means that a bank holding company cannot, in our 
opinion, acquire and successfully operate additional banks unless 
the management and directors of the local bank welcome the affiliation, 
and unless operated by local people, which has been the case in all 
our acquisitions. Marine Midland has never acquired a minority 
interest in an institution with a view of forcing an acquisition, and 
has no desire to do so. 

The corporation itself had 52 officers and employees, compared with 
1.707 for the banks at the year end. Included in both figures are 
13 employed by both the corporation and a bank. 

The functions of the corporation are not in any sense to engage 
in the banking business (which it could not do under the laws of New 
York) but are: 


1. To select and maintain a high caliber of direction and manage- 
ment in the banks; 


) 


2. To supply capital to the banks when needed. Eleven million dol- 
lars was raised by the corporation in 1951 by an issue of convertible 
preferred stock and $20 million additional in January 1955 with the 
result that more than $26,500,000 has been invested by the corporation 
in bank capital since that date; 

To see that all helpful service spring from common ownership 
is available to the banks. 

The Banking Act of 1933 requires a bank holding company to secure 
permission from the Board of Governors of the Federal Reserve 
System to vote the stock in the member banks that it owns. Marine 
Midland Corp. holds such official voting permits in all necessary cases. 
Of the 11 banks owned by the Marine Midland Corp., 3 are national 
banks and 8 are State institutions. All but one are members of the 
Federal Reserve System. All are members of the Federal Deposit 
Insurance Corporation. They are: 








‘ | Date | Total assets, 
Name | founded | June 30, 1955 









The Marine Trust Co. of Western New York_...........--..-- . | 1850 $663, 692, 000 
The Marine Midland Trust Co. of New York ° 1902 497, 461, 000 


Genesee Valley Union Trust Co 


| 
} 
1853 | 191,492,000 
Marine Midland Trust Co. of Southern New York... | 


1853 121, 322, 000 





Marine Midland Trust Co. of Central New York 1864 114, 030, 000 

First Bank | and Trust C 0 of Utica... 4 1812 67, 846, 000 

ae orthern New York Trust Co 7 1839 57, 498, 000 

The Manufacturers Ni sti cant Bank of Troy ‘ . | 1852 | 48,782,000 

( ‘hi wutanqua National Bank & Trust Co. of Jamestown_ ---- 4 | 1831 38, 449, 000 

N yack Bank and Trust Co ane | 1878 19, 601, 000 
Total 


a f 1, 820, 173, 000 
The Farmers National Bank & Trust Co. of Rome (acquired May 19, 1955). .-_- |} 1879 | 11, 786, 000 





Total Sebo eines cab os ecb 


rtieR 2 | 1,831, 959, 000 


3) wits rast ree . ; | 





At June 30, 1955 loans and discounts were over $597 million. In- 
cluded in this figure is $127 million of personal and consumer credit 
loans represented by more than 270,000 separate loans in the average 
amount of $470. Thisisa complete answer to the oft repeated charge 
that holding company systems discriminate against small business. 
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We arrange to facilitate by location and service the ease with which 
the individual can make a sound installment loan for the purchase of 
automobiles, appliances, and so forth, as may meet his needs. The 
aggregate of the citizen’s sound borrowing needs represent a large 
element in the purchasing power of the people as a whole to purchase 
the products of industry and maintain full employment. 

The services made available by the corporation, on an advisory 
basis, are changed from time to time in accordance with the need. 
They are services as to which a higher standard for all the banks is 
offered at a lower cost than any one of the banks could afford if it 
were independently owned. 

The corporation maintains an investment department which sug- 
gests general policies and makes recommendations concerning bank 
investments, subject to final decision by each bank’s board of directors. 
A separate securities research and investment advisor y department is 
maintained in New York City to make recommendations concerning 
securities for trust and investment management. A central organ- 
ization on consumer credit does the work nec essary to permit each 
bank to meet national competition in this line. The corporation’s 
treasury department has provided a standard accounting system for 
all the banks, prepares the tax returns and sees them through, and 
handles insurance, blanket bonds, and so forth, for the whole system. 
Uniform systems of pension, group life insurance, hospitalization i in- 
surance, and so forth, are maintained. The cost of all these services 
is apportioned among the banks. There is no central credit depart- 
ment, and loan applications are not referred to the corporation in 
any way. The presidents of the banks and senior officers of the corpo- 
ration meet regularly as an advisory board to discuss problems of com- 
mon interest. Technical representatives of each bank meet regularly 
in committees concerning trusts, investments, mortgages, auditing, 
operations, consumer credit, insurance, and so forth, for mutual dis- 
cussion, study, and improv ement of standard. Each bank in the 
group helps the others, in any way that it can, to get additional bank- 
ing business. 

In conclusion, we feel that the operation of Marine Midland banks 
for more than 25 years shows conclusively that no such legislation as 
proposed in S. 880 and H. R. 6227 is needed to preserve the local char- 
acter or the autonomy of such banks. 

The expansion limitations as proposed in S. 2350 (except in the one 
respect referred to) are much more in the interest of sound banking in 
the State of New York. 

Thank you. 

Senator Rozerrson. How many institutions are now classified as 
bank holding companies? 

Mr. Porr. I cannot give you that figure, sir, exactly. It has been 
testified to here before. 

Senator Ropertson. Can Mr. J. Cameron Thomson supply that in- 
formation for the record at this point? 

Mr. Tuomson. The Federal Reserve Board testified in these hear- 
ings that under existing law they classify 18 bank holding ¢ ompanies. 

Senator Roperrson. “Well, I have been hearing that there were 33 
and then some newspaper reporter put out a story there were 19, and 
you say now there are 18. 
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Mr. Tuomson. That is the last figure. Senator, if you take the 

bank definition, I understood the Federal Reserve to testify there 
are about 157, which I presume includes the 18, and somehow IT have 
the impression that the Federal Reserve is going to furnish your com- 
mittee with a list of the 157 institutions on the basis of one bank. 

Senator Ronertson. Eighteen that are registered. 

Mr. Tuomson. Eighteen that are registered. 

Senator Rorerrson. Under the present law, how many are there 
that are not registered, but which are bank holding companies under 
the present definition of a bank holding company ? 

Mr. Tuomson. Well, I don’t believe there are any that are not 
registered. I haven’t heard that statement made—under existing law. 

Mr. Porr. I didn’t realize that the Federal Reserve was talking 

ibout bank holding companies that were not registered. I assumed 
in the 18 or 19 that they suggested that they were talking about bank 
holding companies as such under the present law. The Federal Re- 
serve will have to answer that. That is my impression. 

Mr. Tromson. I will be glad to put that in tomorrow morning, 
senator. 

Senator Roserrson. You will testify tomorrow and we can amplify 
that. In the meantime, you get the definite information. Some of 
them hold nonbanking stock, and some, like you, just have banking 
stock. 

Mr. Pore. Yes, sir. 

Senator Rozserrson. Do you know how many just have banking 
stock ? 

Mr. Porr. No, sir, I do not. There are several, but I could not 
tell you how many. 

Senator Ronerrson. My bill provides that one bank holding com- 
pany can hold onto an insurance company. Do you think that is 
proper ? 

Mr. Porr. I have not commented on any questions in this legisla- 
tion except those with respect to expansion, because our operations 
bespeak our policies in that connection. The Federal Reserve has 
commented on it and the other supervisory authorities, as you know. 

Senator Ropertson. So you have nothing but bank stock, and it is 
rather immaterial to you what happens to those that are not in the 
same fix. You are just going to stick to what your situation is. 

Mr. Popr. Yes, sir, that is what we have done in this testimony. 

Senator Rosertson. I agree with you that competition has made our 
country great. But don’t we have two types of competition—one fair 
and one unfair? 

Mr. Porr. Yes, sir. 

Senator Roserrson. We pass antitrust laws with regard to corpo- 
rations that get together and allocate markets and fix prices, to try to 
prevent unfair competition, which would be designed to eventually 
eliminate competition. Is not the fundamental purpose of the bank 
holding company legislation to preserve fair competition in the bank- 
ing field ? 

Mr. Pore. That is what we hope to see done. 

Senator Rorertson. You favor the principle of fair competition. 

Mr. Pore. Yes, sir; very definitely. 
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Senator Roperrson. You favor legislation on this subject. 

Mr. Pore. Yes, sir; including the provisions of the Clayton Act. 

Senator Ropertson. You favor, for the most part, the bill that I 
have introduced. 

Mr. Porr. Yes, sir. 

Senator Rozerrson. But you would recommend a couple of changes. 

Mr. Porr. Yes, sir. 

Senator Ives. I was a little late getting here, but I think it ought 
to be established that you never go into a community except where 
the people want you. 

Mr. Porr. That is correct. 

Senator Ives. You make very sure that your services are desired 
there before you even consider it. 

Mr. Porr. That is correct. We believe that the economic laws gov- 
erning successful banking with respect to local management and local 
economy are just as potent as the manmade laws. 

Senator Ives. I think that is quite important. 

Mr. Porr. Right. 

Senator Ives. Thank you. 

Senator Ropertson. Thank you. 

The next witness is Mr. McCrea. He is not here. Would Mr. Brum- 
der care to testify at this time? 

Mr. Brumper. I would prefer to testify tomorrow. 

Senator Roperrson. Mr. Field, I understand, is not here at this 
time. Would Mr. Allen, of the Valley National Bank, of Alhambra, 
Calif., care to testify at this time? 

Mr. Aten. I would prefer to testify tomorrow morning. 

Senator Ropertson. Very well. At this time I have some commu- 
nications addressed to Senator Hayden that he has requested be placed 
in the record at this point, and also a statement of Mr. R. H. Rowe, 
vice president and secretary, United States Wholesale Grocers’ Asso- 
ciation. 

(The material referred to follows :) 


PHOENIx, Ariz., June 29, 1955. 
Senator CarL HAYDEN, 
Washington, D. C.: 


We have been doing business with the First National Bank of Arizona, a subsid- 
iary of the Transamerica Corp., for a great number of years in Arizona. They 
have been of great assistance through their various outlets in making funds 
available far in extent of the funds that could be supplied by independent banks 
in our area. Our normal credit requirements average approximately $8 million 
per month, and these funds would be impossible to obtain from the normal inde- 
pendent banks. 

We personally know that the First National Bank and their Transamerica 
affiliation have pioneered in many sections of our State and made full banking 
facilities available to our company and others that could not have been possible 
under a small bank operation. We strongly feel that the Transamerica Corp. 
has contributed greatly to the expansion of our overall economy of Arizona, and 
we would like to go on record definitely opposing the holding company bill now 
before the Banking and Currency Committee. Our operation is the largest 
mortgage investment company in the State, and we feel that banking operations 
such as the combined effort of the Transamerica and the First National Bank 
are imperative if we are to continue at our present level of economy. 


A. B. Ropes AGENCIES. 
A. B. Rosas, Jr., President. 
I. W. JEFFERSON. 
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PHOENIX, Ariz.. June 28, 1955. 
Senator CARL HAYDEN, 
Washington, D. C. 


Dear SENATOR: On or about July 5 there is to come before the Subcommittee 
on Banking, a bill concerning pending Federal legislation on bank holding com- 
panies. As Iam unable to see how the legislation will serve any but a very small 
group of partisan interests who apparently are not in favor of free enterprise 
and find it preferable to legislate against competition rather than meet it with 
a better service, I sincerely ask that you vote to defeat the bill should it be pre- 
sented to a vote before your honorable senatorial body. Knowing that you will 
exercise the wisest of judgment, I remain, 

Sincerely, 
EVERETT VAN GOLD, 
General Agent, Occidental Life Insurance Company of California. 





VALLEY NATIONAL BANK, 
Phoenix, Ariz., May 31, 1955. 
Hon. CArt HAYDEN, 
United States Senate, 
Washington, D. C. 


Dear Car: The bank holding company bill (H. R. 6227) is a bad bill and should 
not be enacted. 

This and similar bills have been presented to Congress at the insistence of the 
Independent Bankers Association, which was created for the sole purpose of 
opposing branch banks and bank holding companies. 

If you will take a moment to read the attached memo, you will get a quick 
summary of the bill; and please note that on pages 4 and 5, the Comptroller of 
the Curreney and the Federal Reserve Board both have testified that they find 
no need for such a bill as here proposed. 

Cordially, 
WaLter H. Brmson. 


THe Bank Horprne Company Brix (H. R. 6227) Is Nor Sounp LEGISLATION 


There is no necessity for any additional legislation for the regulation of bank 
holding companies. The bill on which a rule is now requested is so unsound and 
discriminatory in character that it should not be given a rule of any kind or 
be favorably considered. 

1. The bill disregards basic recommendations of the Federal bank supervisory 
authorities.—Federal supervisory authorities upon the invitation of the Bank- 
ing and Currency Committee submitted their suggestions. The Federal Reserve 
Board in addition to its testimony furnished to the committee suggested specific 
amendments to H. R. 2674. In the preparation of these amendments the Federal 
Reserve Board had the background of over 20 years of experience in dealing with 
bank holding companies under existing legislation. Basic recommendations of 
supervisory authorities, including most important amendments put forth by the 
Federal Reserve Board, were entirely disregarded in the drafting of H. R. 6227. 

2. The bill is discriminatory in its application—Many companies are exempted 
from the provisions of the bill without any logical basis for the differentiation. 
Companies controlling 1 bank, regardless of the size of the bank, are not treated 
as bank holding companies, but other companies controlling 2 or more small 
banks are covered if the aggregate deposits of such banks exceed $15 million. 
Mutual savings banks and certain other types of organizations are exempt re- 
gardless of the number or size of the banks they may control. 

Even within the class defined as bank holding companies and purported to be 
regulated there are differences in treatment. Special provisions designed to 
favor individual companies relieve such companies from disposing of nonbank- 
ing assets. The net result is that this feature of the bill is directed only against 
the remaining companies. The discriminations in definition and with respect to 
divestiture were objected to in the recent testimony of the Federal Reserve 
Board before the Banking and Currency Committee, but the present bill not 
only retains, but adds to, them. 

3. The remedy of divestiture is unduly harsh and punitive—The bill pro- 
vides for the divestiture of nonbanking assets owned by bank holding com- 
panies. Their investments in these assets were, when made, and now are wholly 
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lawful and were made in good faith. Forced disposition of these assets woll 
depress the value of many stocks held nationwide and deprive thousands of share- 
holders of earnings. Another result will be loss to the companies themselves and 
to the banks they control of substantial sources of capital. This severe remedy 
is not warranted by the record which fails to disclose any evils resulting from 
the ownership of nonbanking assets. 

4. The bill both restricts and unsoundly extends States rights—As pointed 
out in the Federal Reserve testimony the bill restricts States rights in that 
where, under State law, branch banking is prohibited or limited such prohibition 
would automatically by force of this bill become a prohibition against expansion 
of group banking notwithstanding that the State prohibition is directed solely 
to branch banking. The bill extends States rights in that it— 

Gives a State the right to say whether a bank located in such State may 
be an affiliate of a bank holding company, and, 

Gives a State the right to say whether a bank holding company having its 
principal place of business without such State may have an affiliate bank in 
such State. 

In States where branch banking prohibitions are forced by this bill to operate 
as a limitation on bank holding company acquisitions, the only escape a State 
would have would be by the enactment of affirmative legislation authorizing such 
acquisitions. Furthermore, the integrity of our dual banking system (National 
and State) is threatened since a State would be permitted to determine who may 
be shareholders in a national bank. Incidentally, a block would be thrown up 
against a National or State bank in procuring capital from sources outside of the 
State of its location. Furthermore, these provisions would operate to deprive in- 
dividual shareholders in banks of the market for their shares now provided by 
bank holding companies. 

5. The bank holding company problem can be dealt with under the antitrust 
laws.—Acquisitions by bank holding companies are already subject to the Sher- 
man Act and as recently decided in the Transamercia litigation, to the Clayton 
Act insofar as stock acquisitions are concerned. The enactment of the Celler 
bill CH. R. 5948) would complete the coverage by bringing asset nonacquisition 
within section 7 of the Clayton Act. The problem of expansion of bank holding 
companies is primarily one of monopoly and competition and should be dealt 
with directly as such. The indirect approach adopted by H. R. 6227 has resulted 
in a bill which will lead to confusion in the field of bank regulation, unnecessary 
conflicts between State and Federal authorities, and restrictions on normal 
crowth far more severe than those of the antitrust laws. As a piece of legis- 
lative drafting, the bill leaves much to be desired. 

6. The bill deals with taxation.—This bill includes extensive provisions dealing 
with taxes and therefore should have consideration by the Ways and Means 
Committee. 

Bills on this subject have been introduced repeatedly over a period of more 
than 20 years and none have ever come to a vote in either House. The present 
bill is more discriminatory and drastic than any of its predecessors. The Fed- 
eral supervisory authorities and impartial organizations of bankers have testified 
that bank holding companies have filled a need in furnishing banking service 
where not otherwise available, that their banks are well-managed and that any 
problems to which this type of legislation might be directed deal with possible 
future abuse rather than any existing evil. 

In a letter to Chairman Spence, of the Banking and Currency Committee, dated 
February 25, 1955, the Chairman of the Federal Deposit Insurance Cerporation 
said: 

“It has been the experience of the Corporation through the years that bank 
holding companies are not inherently dangerous, nor do they, per se, create prob- 
lems which require additional attention or scrutiny of the Corporation. On the 
contrary, on the whole, banks owned and directed by holding companies have 
presented fewer problems as to asset condition and management than have unit 
banks undér independent management and control. * * *” 

In testimony before that committee on February 28, 1955, the Comptroller 
of the Currency stated: 

“From our experience in dealing with the operations of bank holding com- 
panies, and from our knowledge of the banking situation as it exists today, we 
do not find basis which would warrant recommending the adoption of a num- 
ber of the provisions included in this bill (H. R. 2674). It has been our ob- 
servation that bank holding companies in general have done a good job in 
serving the public through the successful operation of their subsidiary banks 
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They have developed, and applied in their responsibilities as bank-stock owners, 
a knowledge of banking methods, and a skill in bringing about good banking 
management, which has been noteworthy and praiseworthy. We are inclined 
to the belief that they have brought to banking a method of making stock- 
holder participation effective in controlling and bringing about high standards 
of management. They have obtained and made available to their banks larg 
amounts of capital which has contributed importantly to the safety of the banks 
and to the general banking situation. 

“We have reviewed the status of the 179 national banks controlled by or af- 
filiated with bank holding companies. These banks are well rated by our office. 
They are being operated successfully, and we believe that they are furnishing 
adequate and high-grade banking service in their respective communities.” 

The record discloses no complaint by depositors or borrowers and the principal 
proponents of this bill are bankers who compete with banks affiliated with the 
holding companies. The record does not justify, much less require, the enact- 
ment of this bill.. 


STATEMENT OF R. H. Rowe, Vick PRESIDENT AND SECRETARY, UNITED STATES 
WHOLESALE GROCERS’ ASSOCIATION 


My name is R. H. Rowe, I am vice president and secretary of the United 
States Wholesale Grocers’ Association, Inc., a national trade organization of 
independent wholesale food and grocery distributors, with headquarters in 
Washington, D. C. 

We favor H. R. 6227, one of the pending bills designed to regulate bank hold- 
ing companies, and would urge both the subcommittee and the full committee 
to report out that measure without substantial change. 

The reasons for our request are based on our belief : 

1. That this bill would prevent or be effective toward preventing monopoly, 
monopolistic trends, and discriminatory practices in the banking business. 

2. That is would assure a permanent place in the financial structure of the 
country for the local bank, serving local business and local needs. 

3. That such banks are effective in promoting community growth and pros- 
perity, including the growth and prosperity of wholesale and retail merchants. 

4. That this measure will give stability to the independent banks and the 
many small businesses which make use of their faciliies. 


Senator Rorerrson. The subcommittee will stand in recess until 
10 o’clock tomorrow morning. 


(Whereupon, at 10:50 a. m. the subcommittee recessed to reconvene 
at 10 a. m., Tuesday, July 12, 1955.) 
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TUESDAY, JULY 12, 1955 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITYEE ON BANKING, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:07 a. m., Senator A, Willis Robertson, chairman of 
the subcommittee, presiding. 

Present: Senator Robertson. 

Also present: Senator Morse. 

Senator Rosertson. The committee will please come to order. 

The first witness this morning is Mr. J. Cameron Thomson. We 
are pleased to hear you, Mr. Thomson. 


STATEMENT OF J. CAMERON THOMSON, PRESIDENT, NORTHWEST 
BANCORPORATION, MINNEAPOLIS, MINN. 


Mr. THomson. Senator, I am J. Cameron Thomson, president, 
Northwest Bancorporation, Minneapolis, Minn. 

I have a long document here. I would like to speak and not read 
completely something about bank holding companies in general and 
the background of this situation. 

Senator Rosertson. Without objection, the document of 36 pages 
may be included in the record. But we would naturally prefer for 
you to proceed under the general rules of the Reorganization Act to 
summarize as briefly as you can, because, with all due deference, I do 
not believe we could stay here to hear you read 36 pages. 

Mr. THomson. That is right. I will skim through the first part 
and read only specific portions that deal with the comparisons. 

While some definitions which have been suggested for bank hold- 
ing companies might include other types of organizations or groups, 
the typical bank holding company is a corporation organized under 
the business corporation laws of a State and itself is not empowered 
to engage in banking. It owns the controlling stock in a number of 
banks, and besides its responsibilities as a majority stockholder it 
provides services to its affiliated banks. 

There are not many bank holding companies and their number and 
the relative share of the Nation’s banking business centered in their 
affiliates has declined rather than increased. 

Senator Roserrson. May I interrupt there? Would you mind 
giving us the exact figures? We brought up that question yester- 
day, and there was some doubt as to how many we actually had. 
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Mr. Tuomson. I think if I might, Senator, I would refer to the 
proceedings before the House, and I would like to turn this over to 
someone because each one of these tables that the Federal Reserve 
Board prepared has got a lot of footnotes. But they say that under 
existing law there are 18 bank-affiliated groups. They say that under 
the rule of one bank constituting the holding company and the 50 
percent definition of ownership that that would be 114 banks plus an 
unknown number beyond that. They say that under H. R. 2674, 
which is two banks and 25 percent ownership, there are 46 hold- 
ing companies. Their statements are qualified though, so I would like 
to have them inserted in the record with the qualifications they have 
given. 

That is, they give three figures—18 under existing law, 46 under 
two banks and 25 percent, and 114 which they say has to be added 
to where you have one bank constituting a holding company and 50 
percent. 

Senator Roserrson. In your prepared address, do you comment on 
the difference between 1 bank and 50 percent and 2 banks and 25 
percent ¢ 

Mr. Tuomson. I do comment on those differences between the two 
bills. 

Senator Roperrson. You may proceed. 

Mr. Tuomson. The total deposits of these 18 groups 

Senator Rogerrson. I would like to ask this question: How many 
new ones have been organized in recent years ¢ 

Mr. Tuomson. To my knowledge there have only been two, and 
those were really formalizing of existing groups. One of them is 
the Brenton Holding Co., in Des Moines, which I believe is not 
classified in the 18 now, and the other one is the Valley Bank Corp. 
in Arizona, which again was formalizing an existing situation. But 
1 do not know of any others that have been organized in the last 
10 years. 

Senator Ronerrson. Some people think my bill is too weak and 
that under it there might be a great upsurge of new bank holding 
companies. Is it easy to start a bank holding company ? 

Mr. Tomson. It is not. It is not because they are essentially 
management organizations, and you have to get management skill, 
and you have to borrow part of that from the banks, so that you 
have to know what banks you are going to get. You have to know 
that you can get capital. You have to establish the fact that the proven 
record of the banks you intend to get would enable you to do that. 
You have to have a situation that lends itself to it. It is a very 
difficult operation to start a bank holding company. 

Senator Roserrson. I have heard of businesses that they said were 
started on a shoestring. Can you start a bank holding company on 
a shoestring ? 

Mr. Tuomson. There has been a good deal of talk about that, and 
there are some statements in the record of previous hearings. But 
the bank holding companies were started as mutual enterprises— 
that is, where a group of banks got together and said that they were 
going to form a bank holding company for their mutual advantage 
and that of the stockholders. These started with exchange of stock, 
and to start with you did not need much cash, just the ordinary 
coverage requirements, but you had to later on get the cash. 
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There has been this fiction that the bank holding companies started 
with no cash and built tremendous empires, but, as a matter of fact, 
it was the same as any other mutual institution when you start out. 
You exchanged stock for the stock of the holding company, and then 
you went out and got the cash you needed in the market afterward. 
~ Senator Roperrson. We have one distinguished banker here present. 
H{e started out in Virginia as a young lawyer, and on a shoestring, 
but it took a lot of operations before he got to be a bank holding 
company. 

Mr. Tuomson. That is right. Well, this is not an easy job. It is 
going to be more difficult under either one of these bills to go forward 
with expansion by quite a bit than it is today. I think that in itself 
will be a discouraging factor. 

May I proceed ‘ 

Senator Ropertson. You may proceed. 

Mr. Tuomson. The total deposits for 1933 of all the holding com- 
pany groups were not shown in dollar amounts but were stated as 
10.70 percent of the deposits of all commercial banks in the United 
States, and the corresponding figure for 1954 is 5.87 percent. The 
1954 dollar amount was $10,781,929,000, which is less than 43 percent 
of the average deposits in New York City clearinghouse banks for 
1954. 

Centralization of banking power in a single national financial cen- 
ter has been considered undesirable by many students of banking 
and the holding companies have contributed to decentralizing such 
concentration by aiding in the building of strong banks able to meet 
the requirements of their own trade areas, 

Senator Roperrson. I may interrupt again there. Several years 
ago the Chairman of the Federal Reserve Board testified before our 
subeommittee that there had been numerous instances when a bank 
holding company had served a very useful purpose in making credit 
available to a bank which otherwise might not have been able to get it. 
Not all of them strangle and put out of business the independent 
banks, do they ? 

Mr. Tuomson. No, sir. Let me, if I may, jump over in my testi- 
mony here a minute to that very point. Let me cite this on page 16 of 
my testimony. This is a statement made at the time by Curtis L. 
Mosher, who was then assistant Federal Reserve agent of the Federal 
Reserve Bank of Minneapolis, and it was published in an article 
called The Causes of Banking Failure in the Northwestern States. 
In this article, Mr. Mosher said: 

The recent and rapid development of the group form of banking was un- 
doubtedly greatly accelerated by the epidemie of banking failures herein 
described, but group banking or some other development of similar character 
would undoubtedly have resulted from the necessity of creating in the North- 
west stronger, safer, and more dependable insititutions than many of the banks 
which formerly existed, * * * 

That was a statement made at the time by an officer of the Federal 
Reserve Bank of Minneapolis in a “ioe raw for public consumption 
and indicates that what we did at that time was considered a necessity 
and as a great advantage to that territory. 

It is significant that during the period between December 31, 1943, 
and December 31, 1953, the number of branches of banks in the 
United States (under legal authorization by the States) had grown 
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from 4,000 to 6,227. By way of contrast, it is noted that the bank 
holding company movement is not one that gives evidence of sweeping 
the country or of monopolilizing its banking resources, 

Existing bank holding company legislation passed in 1933 after 2 
years of st tudy by the Senate under the subcommittee ch: uirmanship of 
another distinguished Virginian, the Honorable Carter Glass—and 
it is rather a coincidence, Senator Robertson, you should be here when 
the original legislation was passed by your predecessor—provides 
that bank holding company affiliates as well as other affiliates of na- 
tional or member banks are subject to examination by the Federal] 
Reserve or the Comptroller’s examiners. 

I will summarize here. They have to make reports. They are 

restricted in voting for their local Federal Reserve bank directors. 
They have to carry readily marketable assets. They have to secure 
a voting permit. They have to agree that to the extent it is 
within their power they will maintain their affiliates in sound condi- 
tion. They agree to only pay dividends out of actual net earnings. 
They agree that they will comply with section 23A of the Federal 
Reserve Act which covers interaffiliate borrowing. And they agree 
they will not change the general character of the business without ap- 
proval of the Federal Reserve Board. 

The affiliates of bank holding companies are governed by the 

same laws and regulations as any other independent bank and, in 
addition, the subject to the special provisions of the Banking Act of 
1933. 

I have said the principal factor in the holding-company setup is the 
management, Obviously if you can have a group, as we do, of diverse 
types of banks, diverse types of territory, and can get the cooperation 
of the banks so that any young fellow who st: rts to work in one of 
those banks knows that he is not limited by the opportunities of his 
community, and you pay him a good salary and you have profit-shar- 
ing and pensions ‘and ever ything. else, as we do, that fellow knows that 
he has got a fine opportunity ahead of him. And that is borne out in 
these figures, 

Over the last 5 years there have been retirements, resignations and 
transfers of 37 executive officers of affiliates or managers of branches. 
Eighteen of the vacancies so created were filled by promotion within 
the ranks of the affiliated institution, and 19 were filled by employees 
from other affiliates. In no case did the affiliate have to go outside the 
group to fill an executive position. 

[ have stated a specific case. The president of one of our good-sized 
hanks has had a heart attack. The directors determined they had to 
go outside. They asked the holding company for some names. The 
president of the bank knew the men. Three men, one an executive of 
a national corporation, went to 3 cities, to 4 boards of directors, and 
interviewed 4 men. They had 2 of them go down there, and they made 
the selection of the president. 

But they were able to get four men they could choose from inside 
that group. 

As a result of the management generally, diversification of income 
resources, and good management in the affiliated banks, the bank hold- 
ing companies’ stock—that is, the larger concerns at least—is well 
rated as a prime bank investment. 
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The result is they are able to go to the capital market for capital. 
[In our own case we have put in the form of additional investments over 
$15 million over the years. 

It is well known that we furnish sound counsel and advice. What 
is not so well known is that in a good many of these holding companies 
the holding companies’ expenses are met in the form of a service fee 
which has to be provided for by the individual banks, and, therefore, 
they evaluate the services they get. 

| would like to read on page 5 about this matter of directors of our 
afliliates, because there has been so much comment about these direc- 
tors. There have even been some people who asked if they were dummy 
directors, and so forth, and that is a very important point and I would 
like to read this. 

It is desirable for various reasons, including preservation of the 
right to file consolidated income tax returns, that a bank holding com- 
pany protect itself against reduction of its percentage of control of a 
bank below a figure required for that purpose. Repeated sales to suc- 
cessive directors would reduce such percentage unless the company 
could reacquire the stock where a director goes off the board of the 
bank. 

For that reason and because experience shows that a director’s 
wealth and his ability and desire to make a substantial investment in 
bank stock is not the criterion of a successful bank director and be- 
cause many men who make desirable directors do not care to take 
funds from their own business in order to purchase qualifying shares 
at a high price, the holding company affords an opportunity for new 
directors of affiliates to secure qualifying shares. 

This is done by purchase from the corporation at the par value of 
the bank stock and giving the corporation option to repurchase at par 
value when the director ceases to be a director or when stockholders’ 
action is taken to in effect, put the bank out of business as a separate 
institution as in the case of a merger or liquidation, or when the com- 
pany disposes of its interest in the bank. 

The principal event giving rise to the right to repurchase is, of 
course, the retirement of the director from the board. The shares 
ure registered in the name of the director, and he has all the rights, 
privileges, and duties of a shareholder receiving and retaining all 
cash dividends paid on the shares or on any additional shares he may 
get by stock dividend or the exercise of preemptive rights on those 
shares. He is in no way restricted as to his right to vote the shares. 
If the director wishes, he may purchase the shares at book value based 
on capital, surplus, and undivided profits of the bank, in which event 
he agrees that on his retirement the corporation shall have the option 
to repurchase at the then book value of the shares. 

The Federal supervisory authorities and the superintendent of 
banks in each State where the corporation has affiliates were advised 
a number of years ago as to the corporation’s method of providing 
qualifying shares for directors of affiliates. To the best of my know]l- 
edge there has never been a criticism from them that such plans for 
qualification of directors failed to meet legal requirements, or that 
the directors qualifying on an option basis did not fully meet the re- 
quirements for performance as directors. If inthe considered opinion 
of either the Federal or State supervisory authorities having jurisdic- 
21 
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tion in this matter they have criticisms or suggestions, we would be 
glad to hear from them with specific suggestions as to changes in our 
procedures. 

As further evidence of the intention of the holding company to leave 
the management of their affiliates to their directors, Northwest Ban- 
corporation with only general information as to matters to be consid- 
ered by each affiliate ‘at its annual meeting, furnishes to a local citizen 
a proxy to vote the stock owned by the holding company at the bank’s 
annual meeting without instructions so that he is entirely free to vote 
on the election of directors and other matters properly coming before 
the stockholders’ meeting of the affiliate in accordance with his best 
judgment and on the advice and counsel of the management of the 
local affiliate. 

Questions have been raised as to whether the directors of a holding 
company affiliate are as independent and as well qualified as those of 
locally owned banks. I believe an investigation will show that the 
type of director and the quality of his service in affiliated banks is 
equal to and in many cases superior to similar service in locally owned 
banks, which, by the w ay, are in a great many cases also controlled 
by an individual ora group of individuals with the directors holding 
a minority position. The directors who serve in holding company 
afliliates are representative of their communities and acqu: rinted with 
its needs and look on their servie as opportunity to provide through 
the holding company affiliation the best of banking service to their 
communities. 

[ have attached here a list that is taken from many thousands of 
directors of these affiliated banks. If you will look them over, you 
will find many names here that are nationally known names, heads of 
nationally known concerns. I think if you look through the list and 
bear in mind that this is only a sample, and bear in mind that the local 
men who are on these boards are as to their own local situation equally 
prominent, you cannot help but feel that those men could not be 
dummy directors, in that they do furnish a very high quality of serv- 
ice as to their direc torships in these banks. 

Another factor in the holding company operations which should 
ultimately determine the attitude of Congress toward the bank hold- 
ing companies is the service rendered. Our affiliates are spending 
on an average of $214 million a year for alterations and rebuilding 
of physical facilities so as to give the best facilities there are available. 

Through the years we have been ¢ onstantly increasing the amount of 
business we do for small borrowers. As a matter of fact 16.6 percent 
of the consolidated assets of the affiliated banks are used for these 
purposes. 

On page 15A is a table indicating that our group last year—that is, 
the banks—made 249,000 installment loans for an aggregate of $151 
million. They also made 30,000 mortgage loans for an aggregate of 
$170 million. 

If you will look at the table you will see we have been increasing 
that amount gradually over the years. 

It is a deliberate purpose of our affiliated banks to extend the serv- 
ice of those banks to as great a number of people as possible, and 
particularly to be sure that we take care through these affiliates of the 
small borrowers 
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Going further, if you eliminate the metropolitan areas, where it 
is a little difficult to make comparisons, the record shows in the major- 
ity of cases—and it is a strong majority—our affiliates loan a larger 
percentage of their deposits than their independent bank competitors. 

I do not need to tell you that after all these years the supervisory 
authorities have spoken well of the services rendered. 

Senator Ropertson. May I interrupt there? When you say “all 
these years,” how many years have you had experience in this work? 

Mr. Tuomrson. I started in 6 months after the corporation organi- 
ized. Ihave been there 25 years. Within 6 months | have been there 
all the time since the corporation was organized. 

Senator Roserrson. You have had a right good amount of experi- 
ence in this. 

Mr. TuHompson. That is right. As a matter of fact, 2 weeks ago I 
celebrated 50 years of banking experience in one town, Minneapolis. 

Turning over to page 18, I want to read this because it is impor- 
tant. I say that the holding companies are entitled to the constructive 
interest of Congress on the basis of the record, and, furthermore, 
that you should “also take into account the following factors: So far 
as the record of hearings in recent years shows, no , stockholder of a 
bank holding company “has entered ‘a complaint, nor has a minority 
stockholder of an affiliated bank entered a complaint, before a con- 
cressional committee. No director of an affiliated bank has indicated 
that he could not meet his responsibilities as a director of a holding 
company affiliate. No customer—and this is very significant—of an 
affiliated bank has appeared, or so far as the record shows, has indi- 
cated any denial of credit or any lack of credit facilities in commu- 
nities served by affiliates. No superintendent of banks representing 
his State has entered a complaint based on his relations with holding 
company affiliates or the compliance with legal requirements appli- 

cable to banks under his jurisdiction. No public official has testified 
as to any actually existing, as opposed to merely potential, abuses by 
bank holding companies in his jurisdiction. 

The reasons advanced for additional holding company legislation 
at this time are the control of expansion of holding companies s and the 
necessity for divestment of nonbanking assets. There is also involved 
a reconsideration of the definition of what constitutes a holding 
company. It has developed that there are two opportunities for 
holding companies to remove themselves from control of expansion 
a existing statutes: (1) They may not vote the shares owned 
by them in ¢ affiliated banks, and (2) nonmember banks are not included 
in acquisitions to be controlled by the Federal Reserve Board. No 
holding company objects to control of acquisitions of bank holding 
companies if the test is based on sound banking considerations and 
the antitrust provisions of the Clayton Act, which, so far as banks are 
concerned, is the responsibility of the Federal Reserve Board. 

The two instances cited which should be dealt with could now, 
and could have for many years, been dealt with by amendments to 
the existing bank holding company legislation suc “h as requiring a 
bank holding company to submit to the present law even if it owned 
only nonmember banks and did not desire to vote the stock. ‘One 
wonders why they have not been dealt with in view of the recom- 
mendations of the supervisory authorities and the lack of objection 
on the part of bank holding companies. 
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Senator Roserrson. May L interrupt you at that point? You raised 
a very interesting point about violation of the antitrust laws. What 
is the biggest bank holding company in the United States? 

Mr. Tuomson. Transamerica is first. I am talking about total 
resources, 

Senator Ronerrson. Now, the Bank of America is not a bank hold- 
ng company. 

Mr. Tuomson. Bank of America is not a bank holding company. 

Senator Rozerrson. They have branches, but they are not a bank 
holding company. 

Mr. Tromson. That is correct. 

Senator Rorerrson. What is the largest bank holding company ? 

Mr. Tuomson. Transamerica is still the largest. Marine Midland 
second. 

Senator Roperrson. The Federal Reserve Board accused them of 
violating the antitrust laws. 

Mr. THomson. That is right. 

Senator Ronerrson. What was the outcome ¢ 

Mr. Tuomson. In layman’s language, they did not prove their case. 
But it did prove they did not have the right to bring action under the 
antitrust laws. 

Senator Ronerrson. Then, Tom McCabe, Chairman of the Federal 
Reserve, proceeded against the biggest one? 

Mr. THomson. That is correct. 

Senator Ronerrson. On the ground that it was violating the anti- 
trust law? And did not prove the case? 

Mr. Tuomson. That is my understanding. 

Senator Rosnerrson. Then you would assume from that that at the 
present time there is no bank holding company that could be success- 
fully prosecuted as violating the antitrust laws of the Nation ? 

Mr. THomson. Just as a layman, I would assume that, having 
started out on that course, if there are others, they would have brought 
action. 

Senator Roserrson. You may proceed. 

Mr. Tomson. I believe the reason for H. R. 6227’s drastic provi- 
sions is indicated in letters sent out by the Independent Bankers 
Association under date of February 28, 1955, from which I quote as 
follows: 
H. R. 2674 and 8S. 880 would prohibit holding companies from acquiring any 
more subsidiaries in States that prohibit branch banking. Holding companies 
would be prohibited from securing any additional subsidiaries outside of the 
State in which the head office is domiciled. Bank holding companies would 
be required to divest themselves from the ownership of a business unrelated 
to banking. Our opponents have referred to these bills as freeze bills but it 
is essential for the future of independent banking that the bank holding com- 
panies be pretty well frozen. 

The proponents—and here I am referring to the leaders of the 
Independent Bankers Association, we have pleasant relation with 
independent banks, and we are always interested in helping them— 
the proponents, in my judgment, have not been interested in confining 
their efforts toward appropriate measures for control of the expansion 
of bank holding companies, but have been interested in preventing 
the development of all forms of multiple banking and have considered 
the bank holding companies possibly as more vulnerable than other 
forms of multiple banking. 
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In addition, they have been confronted with the fact that the 
growth of branch banking under State laws is accelerating rapidly, 
indicating a service rendered and public acceptance of that type of 
banking. They have sought to indic ate that bank holding companies 
evaded the law and have ignored the years of consideration given to 
the passage of the Banking Act of 1933 which specifically recognized 
the holding companies and. provided for their regulation. They have 
consistently sought to confuse Members of Congress by their claims 
that bank holding companies are branch bs :nking. 

This question has been dealt with by the American Bankers Associ- 
ation, the Reserve City Bankers Association, the Federal supervisory 
authorities, and by the banking holding companies. All have agreed 
that bank holding companies are not branch banking and that the 
control of bank holding companies should not be based on the premise 
that they are branch banking. The American Bankers Association 
presented a statement before the Senate committee in June 1953 
from Ww hich I quote as follows: 

Legislation should not contain a declaration of policy which would for the 
purposes thereof constitute bank holding company and its subsidiary banks as 
a branch banking system. Actually there exist considerable differences be- 
tween holding company operations and branch banking, especially with respect 
to regulation, form, and type of ownership and control. These differences 
have been recognized universally over the years by legislators, bank super- 
visors, and bankers. It is believed that to constitute bank holding company 
operations as branch banking would result in serious conflict and confusion 
as to existing laws in several States where branch banking is restricted or 
prohibited and some form of holding company operations are authorized. 

ABA again submitted an exhibit yesterday outlining the difference 
between bank holding companies and branch banking. 

It has been repeatedly pointed out that bank holding companies’ 
investments represent stockholders’ money and that the same tests as 
to character of investments cannot be applied to the use of bank hold- 
ing companies’ funds derived from stockholders as to the funds of a 
bank which are largely derived from depositors and must, therefore, 
be limited. The Independent Bankers Association spokesmen rec- 
ognized this difference to a limited degree by their testimony before 
the Senate committee a year ago in which they referred to various 
exceptions from the divestment | provisions and stated their approval 
of the insertion in S. 1118 of a new section 6 (b) (5) exempting invest- 
ments in any company within the 5-5 percent limits. That is, 5 per- 
cent of the holding company’s total resources and 5 percent of the 
securities of any one company. 

The proponents of this legislation have also attempted to discredit 
the holding companies by including i in the statement of purposes of 
such legislation phrases which w ould indicate that the holding com- 
panies inherently represented undesirable concentration of economic 
power and by relating specific provisions of the act to the purposes 
which were oo on these wrongful allusions to the holding com- 
panies. In my judgment, the basic reason why this legislation has 

taken so much of the time of Congress is due to the proponents’ refusal 
to recognize the legality, service rendered, and the record of perform- 
ance of the bank holding companies. They have attempted to force 
Congress to pass legislation based on their own ideology as to bank- 
ing dev elopments regardless of the wishes of the various States and 
the needs of their communities. 
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I come now to an actual comparison, section by section, of these bills, 
with comments. 

Senator Rosertson. Before you leave that aueeteam of declaration 
of policy—you mean as contained in H. R. 622 

Mr. Tomson. That is right. 

Senator Roperrson. That declaration is not in my bill. 

Mr. Tomson. That it is not, Senator. I do not think it should be. 

Senator Ropertrson. You do not think that declaration should be 
in any bill we pass? 

Mr. Tuomson. It is my experience, from what I have studied, that 
Congress some years ago got in the habit of putting declarations of 
policy which aim to give a wide scope for administrative authorities. 
In principle, we ought to keep away from those broad declarations. 
For instance, H. R. 6227 says something about “for this purpose and 
other purposes.” Your opening statement is clean-cut. It is to con- 
trol expansion, divorce nonbanking activities. In my judgment, the 
bill ought to stand on its own. It ‘ought not to have those statements 
which are asserted and then carried forward that everything in the 
act has to be interpreted in line with the purpose of that act and the 
purpose being based on an unfair allegation as to holding companies. 

Senator Rosertrson. Then it is your contention certain bank holding 
companies are a legitimate type of business enterprise ? 

Mr. Tuomson. They surely are, Senator. 

Senator Roperrson. And that it would not be fair to them to be 
included in a sweeping denunciation that all of them are malefactors 
of great wealth, let’s say? 

Mr. Tuomson. That is right, or inherently undue concentration of 
economic power. 

Senator Rozerrson. You may proceed. 

Mr. TuHomson. The basic features of all three bills before the com- 
mittee are the definition of a bank holding company, the control of its 
expansion, and its interest in companies other than banks. 

Because it is of primary interest to my own company, I would 
like to first discuss the provisions relating to expansion. 

This subject is dealt with in section 5 of S. 880 and H. R. 6227 
and section 3 of S. 2350. The provisions in S. 880 and H. R. 6227 
are the same except that H. R. 6227 would not require Board approval 
for the acquisition of shares by way of stock dividend and sets forth 
factors for the guidance of the Board in passing upon acquisitions. 

Section 5 (a) in each of 8. 880 and H. R. 6227 would require prior 
approval of the Board for any action by which a company would 
become a bank holding company by acquiring 25 percent of the shares 
of 2 or more banks or of a holding company, or for the acquisition by 
a bank holding company or any “subsidiary of any voting shares of 
a bank, or of all or subst: intially all of the assets of a bank. 

The corresponding provision in S. 2350 is section 8 (a) which would 
require prior approval of the Board for any action by which a com- 
pany would become a bank holding company, for the acquisition by 
a bank holding company, directly or indirectly (which, I assume, 
is the equivalent of acquisition by a subsidiary) of voting shares 
of a bank if such acquisition would give it more than 5 percent of the 
voting shares, or for any bank holding company to merge or con- 
solidate with another bank holding company. S. 2350 differs from 
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the others in (1) permitting acquisition without Board approval of 
up to 5 percent of a bank; (2) not requiring approval of the acqui- 
sition of bank assets; and (3) excepting from the approval require- 
ment shares acquired by a bank in a fiduciary capacity or in the 
securing or collecting a debt previously contracted. 

This subsection as it appears in S. 880 and H. R. 6227 goes beyond 
the requirements of the situation in several respects. It requires 
Board approval for the acquisition of voting shares of a bank, with 
the single exception (in H. R. 6227) of shares acquired as a stock 
dividend, and the corresponding provision of S. 2350 is subject to 
the same criticism. It is submitted that this exception should apply 
to—and this is my first specific exception now or suggestion—‘addi- 
tional shares of a bank of which such bank holding ¢ ompany, prior to 
such acquisition, owned a majority of the voting shares. 

In such a case the bank is already controlled by the bank holding 
company and no public interest would be served by requiring approval 
for the acquisition of additional stock. Such a requirement might 
work a hardship on minority shareholders since it would handie: ‘ap 
the sale of their stock to the holding ¢ ompany, which is the most likely 
purchaser and generally pays a better price than the stock would 
command in the ; general market. It would also needlessly complicate 
the procedure for the increase of capital of a bank. ‘In times of 
increasing business activity and rising deposits, banks frequently 
(and often at the request of supervisory authorities) increase their 
capital by the sale of additional stock and are required by law to 
offer such new stock to their shareholders. A b: ank holding company 
as a shareholder should be entitled to purchase its pro rata share 
of such new stock without prior approval of the Board. 

In S. 880 and H. R. 6227 this same requirement of approval of 
acquisitions also overlooks two other situations requiring exceptions. 
The requirement applies to acquisitions by bank subsidiaries of a bank 
holding company, as well as to those by the company itself. A bank in 
the ordinary course of its business may, if it exercises trust powers, 
acquire bank stocks in a fiduciary capacity ; for example, as a part of 
the assets of a trust of which it is trustee, or of an estate of which it is 
executor or administrator. A bank may also in the regular course of 
business acquire bank stock in the securing or collection of a loan which 
has become insecure or in default. These situations are recognized in 
S. 2350 which excepts such acquisitions from the approval require- 
ment. 

In S. 880 and H. R. 6227 the clause numbered (3) in this subsection 
would require approval of the acquisition by any bank holding com- 
pany or any nonbanking subsidiary thereof of the assets of a bank. 
Such a provision is unnecessary, because any bank assets acquired by 
an organization which is not itself a bank could not continue to be used 
as a banking unit and such an acquisition would ordinarily take place 
only in the course of the liquidation of a bank. It is difficult to see 
what public interest could be served by this provision, and the Federal 
Reserve Board has testified that no such provision is necessary. As 
noted above, S. 2350 does not require approval of asset acquisitions. 

Subsection (b) of section 5 in S. 880 and H. R. 6227 requires that 
before it approves any proposed acquisition of bank stock or assets 
the Board shall give notice to, and allow 30 days for the submission 
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of views and recommendations of, the Comptroller or the appropriate 
State supervisory authority, and further prohibits the Board from 
approving any application whieh i is disapproved by the authority so 
notified. Section 3 (c) of S. 2350 requires similar notice and con- 
sideration of views of other supervisory authorities, but prohibits 
Board approval of the acquisition of shares of a National or State 
bank if the acquisition of State bank stock would be prohibited by 
State statute. 

The provision for procuring the views of State supervisory authori- 
ties is consistent with what we believe to be the existing practice of 
cooperation between supervisory authorities and our only suggestion 
as to the first sentence of this subdivision would be to consider the 
advisability of providing for a shortening of the 30-day period in cases 
of emergency where the transfer of control to a shareholder capable 
of furnishing urgently needed capital might be the only means of 
preventing the failure of a bank. 

The second sentence of this subsection, which in S. 880 and H. R. 
6227 vests in other supervisory authorities the power to veto the 
determinations of the Federal Reserve Board, and in S. 2350 would 
apply to the acquisition of national bank shares the provisions of State 
statutes dealing with State banks, is objected to as a violation of the 
principle that administration of the act must be the responsibiliy of 
a single agency and as an improper limitation by State authorities or 
State statutes of the orderly development of the American dual bank- 
ing system which will best serve the needs of the people of the country 
as a whole. 

Subsection (c) of the same section in S. 880 and H. R. 6227 goes 
even further and would prohibit the Board from approving an acqui- 
sition of a bank outside the State in which the holding company is 
located or even within that State if located outside the area within 
which State law permits the establishment of branches of banks, unless 
such acquisition were expressly and affirmatively authorized by State 
statute. 

All three bills purport to vest in the Board control over expansion 
of bank holding companies but then proceed to so limit the authority 
of the Board as to destroy any possibility of uniform administration 
of the act. 

‘These provisions will result in discrimination between companies, 
but they also violate more fundamental principles. 

In my opinion, it is not sound to limit the authority and judgment 
of the Board by making it subject to a veto power in the hands of 
another Federal or a State supervisory authority and subject to pro- 
visions of State branch banking laws. These provisions are urged in 
the name of States rights, but actually they are in violation of States 
rights. For the Congress to say that a State, when it legislated on 
branch banking, really meant holding companies, and that a State 
which has not expressly authorized bank holding companies really 
means to prohibit them, is an interference with the right of the State 
to determine for itself how it wishes to treat such companies. Some 
States whose statutes prohibit branch banking have weleomed bank 
holding companies and would wish them to continue. It is likewise 
unfair toa State to declare that merely because it has not expressly au- 
thorized acquisitions, it intends to prohibit them. 
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Here is a case in point. The statutes of Minnesota now prohibit 
branch banking, but that State, with full information that the con- 
trolling stock would be owned by Northwest Bancorporation, has re- 
cently chartered Silver Bay State Bank which is now serving the new 
taconite development on the north shore of Lake Superior. No other 
application was filed for a bank at that point. The rights of the 
State of Minnesota to determine its own policy as to holding com- 
panies would be violated if Congress were to enact legislation “which 
would prohibit Minnesota from chartering a bank to serve one of its 
own communities requiring banking service, merely because such 
bank would have a holding company as its majority stockholder. 

In that case, I can tell you frankly we were under pressure to start 
a bank there. We were anxious to serve that industry. We don’t 
expect to make any money for 3 years. Probably that is the reason 
there were not competitiors. But to pass a law now that says to the 
State of Minnesota they could not have chartered that bank would 
be a gross misservice to the State of Minnesota and to that industry, 
which is spending nearly a billion dollars up in that northern area. 

These provisions would give the States a right to determine who 
could be shareholders, not in State banks but in National banks, 
would upset the equality between National and State banks under 
the dual banking system and would impair the efficiency of the na- 
tional banking system which extends into every State and must be 
soundly maintained regardless of local policy 

It is recognized that Congress did abdicate its right with respect to 
the location of branches of national banks and gave control of such 
location to the States, but such action constituted an enlargement of 
the then-existing powers of national banks to permit them to compete 
with State banks having branches. That action may also be justi- 
fied as a recognition of the competitive advantage which a branch 
bank enjoys as against a unit bank. A bank affiliated with a holding 
company occupies no comparable competitive position as against in- 
dependently owned banks and whatever justification there may have 
been for the action of Congress with respect to the State control of 
location of branches of national banks has no application to the prob- 
lem of the location of banks affiliated with holding companies. 

The advocates of this adoption of branch banking laws as the basis 
for limitations upon bank holding company acquisitions have asserted 
continuously over the years that a bank holding company is the same 
as a branch banking system. Those assertions have been repeatedly 
refuted by the testimony not only of the holding companies but of 
the supervisory authorities and impartial organizations of bankers. 
Token recognition of the difference between bank holding companies 
and banks was made in the House floor amendment to the declaration 
of policy in H. R. 6227 by striking out the reference to subjecting bank 
holding companies to the same type of examination and regulation as 
banks. These provisions relative to State lines and State banking 
statutes are stil based upon this discredited theory that a bank hold- 
ing company is a bank. 

These provisions would serve to make unavailable for investment 
in the national banking system the capital funds accumulated by bank 
holding companies except under conditions which for the most part 
would be imposed by the individual States. The expanding economy 
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of the country requires continuous additions to the capital structures 
of national banks and any enactment which might result in the pro- 
hibition of such additions or the flow of capital for national banks 
across State lines would be unfair to the banks which must compete 
with other industry for their capital. 

This is particularly true in the area where Northwest Bancorpora- 
tion operates, as some of the States have small populations, large land 
areas, and have been in the process of development for such a short 
period that they have not built up substantial amounts of capital 
available for b: wnking needs. The Ninth Federal Reserve District, of 
which Minneapolis is the headquarters, extends nearly 1,700 miles 
from east to west. The territory served by our nffiliaves comprises 
roughly one-sixth of the continental United States, has one-twelfth 
of the population, approximately one-sixteenth of the deposits, and 
produces roughly one-fourth of the United States agricultural prod- 
ucts. Such States properly and of necessity look to a business center 
in another State as their commercial and financial capital. 

Look at the map back there. Somebody has kidded us by saying 
that we have banks 1,200 miles away. Look at the pink part of the 
map there at the top—the Ninth Federal Reserve District. We did 
not create the Ninth Federal Reserve District. It was necessary to go 
that far to create the Federal Reserve District. We did not go 1,700 
miles. We went 1,200 miles. Obviously if you are going to serve an 
area, you have got to go 1,700 miles. 

The independents have been kidding us about 1,200 miles, and they 
ought to go back and criticize the judgment of setting up the Federal 
Reserve District that had to go that far. 

Senator Rorerrson. What States does that comprise ? 

Mr. Tuomson. Northern Michigan, part of Wisconsin, Minnesota, 
North and South Dakota, and Montana. 

Senator Rorertson. Of the bank holding companies that are either 
now registered or would be bank holding companies under the House 
bill, what percentage of them are in that area? 

Mr. Tromson. Northwest Bancorporation, First Bank Stock, the 
Bankshares of Minneapolis. Incidentally, one of their officers is treas- 
urer of Independent Bankers Association. They are a holding com- 
pany. And the Wisconsin Bankshares. The Brenton Co. in Des 
Moines. I do not know about the Bremer interests in St. Paul. They 
were at one time classed as a holding company. I think their affairs 
are owned by an estate now. They have been in the past; they might 
be again. 

Senator Rorertson. Well, then, over one-third of all of them are in 
that area? 

Mr. Tuomson. I think that is right; yes. 

Senator Ronerrson. Would the House bill put them all out of busi- 
ness ? 

Mr. THomson. Well, it would prevent expansion as to all of them, 
yes. 

Senator Ronertson. You may proceed. 

Mr. THomson. A recent report by A. D. Little & Co. on the natu- 
ral resources of our area indicates that 72 percent of. all products 
shipped by rail from North Dakota find their market in the State of 
Minnesota. In the same manner but to a lesser degree the agricul- 
tural products of South Dakota and Montana find their way to 
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Minnesota. Minneapolis and St. Paul, the twin cities of Minnesota, 
therefore are the natural center for supplying needed capital to that 
wide tributary area when that capital is not available from local 
citizens and institutions. 

The reason which may have moved Congress to act as it did with 
respect to State control of branch banking has no valid application to 
the holding company situation and the adoption of the same course 
with respect to bank holding company affiliates would not be in the 
public interest. 

The Reserve City Bankers Associaation in testifying on this matter 
before the Senate committee in 1953 stated that they had studied the 
matter of control of expansion and related matters affecting bank 
holding companies since 1946. Their testimony discussed, in too great 
detail to reproduce here, the considerations mentioned above and 
expressed the following conclusions as to expansion : 

We summarize our conclusions on the question of future expansion. First, 
we submit that all practical considerations and historical trends in the devel- 
opment of our nationwide dual banking structure, as we have outline them above, 
clearly bespeak the elimination in this proposed legislation of any grant to 
respective States of a veto power over a bank holding company acquisition of a 
national bank, not to mention federally insured State member banks. 

Secondly, we believe that a compulsory application of a State law in respect 
to State banks within the State and the application of a Federal discretionary 
process in respect of national banks within the State will lead to a conflicting 
and self-defeating treatment of holding company expansion within the State and 
the development of a bewildering pattern of holding company structures within 
the Nati artic y if s States pass permissible legislation, others pass 
prohibitory legislation, and others do not pass any legislation at all. 

Thirdly, it appears quite evident to us that the Federal discretionary process, 
coupled with the advisory mechanism, without any State veto power, recog- 
nizes and will afford, as we have pointed out above, ample reflection of a State’s 
attitude toward its own banking structure without undue impingement on the 
State’s banks or banking system. 

Fourthly, we conclude that the Federal discretionary process, coupled with 
the advisory mechanism, but without any veto power in the States, is the only 
process which has the abiding merit of promising uniform regulation of nation- 
wide scope and like treatment and protection to both State and National banks 
within a particular State, with due recognition of both State and Federal pre- 
rogatives and responsibilities. 

In the Reserve City testimony it was stated that occasions might 
arise when a holding company might be the only medium through 
which depositors of a bank in distress could be protected and that the 
Federal supervisory authorities as well as those of the respective States 
should be interested in preserving some flexibility in interstate acqui- 
sitions by holding companies and that it should also be of interest to 
the banks which pay the assessments to the Federal Deposit Insurance 
Corporation. 

Under S. 880 and H. R. 6227, such beneficial acquisitions would be 
prohibited not only on an interstate basis but also in the State of loca- 
tion of the holding company in the absence of a State statute either 
authorizing a branch at the location of the bank to be acquired or 
specifically authorizing acquisitions by bank holding companies, and 
under S. 2350 would be prohibited even with respect to a national 
bank if State law prohibited acquisition of State bank stock. 

It is my firm conviction that control of expansion of bank holding 
companies should be vested in one Federal agency with the sole respon- 
sibility for passing on the addition of affiliates. That agency should 
have the benefit of the views of other supervisors of the banks affected, 
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but should not be subject to their veto, subject to geographical limita- 
tions imposed by either Federal or State laws enac ted for the regula- 
tion of branch banking or, in the case of national banks, subject to 
State statutes dealing with State bank stock. 

From time to time Congress has dealt with regulatory legislation of 
the character here under consideration ; instances are the Federal Com- 
munications Act and the Civil Aeronautics Act. I find no case where 
Congress has adopted the course of splitting authority in respect of 
approval of mergers and acquisitions. The wisdom of this course is 
clearly apparent ‘and should be considered. 

The Federal Reserve Board has stated that under existing law the 
regulation of bank holding companies, and the Board’s indirect. con- 
trol over acquisitions through its power to grant or withhold voting 
permits, has been avoided in some cases by the failure of certain hold- 
ing companies to apply for a voting permit or by the fact that only 
nonmember banks are controlled by some companies. The vesting in 
the Board of control over all acquisitions of bank stock by all holding 
companies, as above suggested, would remedy this situation. 

In their testimony before this committee, both the represents itives of 
the Federal Reserve Board and the Comptroller of the Currency ob- 
jected to the provisions placing limitations upon the power of the 
Board by way of State action through State banking authorities or 
State statutes. 

The last sentence of subsection (b) and all of subsection (c) of 
section 5 should be stricken from S. 880 and H. R. 6227. 

Here I come to my second specific suggestion as to S. 2350. Section 
3 of S. 2350 is much to be preferred over section 5 of the other bills, 
* it should be amended in at least two respects : 

An exception should be provided for the acquisition of minority 
Eo of banks already majority controlled, as above suggested on 
page 21. 

2. Strike the last sentence of section 3 (c)—page 5, lines 13-18. 
That is the provision that gives the veto power to States over national 
banks. 

If it be thought necessary to include some provision recognizing the 
rights of States in this field, it might be desirable to insert in S. 2350 
a section like section 8 in H. R, 6227, which provides that : 

The enactment by Congress of the Bank Holding Company Act of 1955 shall 

not be construed as preventing any State from exercising such powers and 
jurisdiction which it now has or may hereafter have with respect to banks, bank 
holding companies, or subsidiaries thereof. 
This section, without invelving any surrender of congressional power 
over national banks, would make it clear that the normal authority of 
the States in banking matters was not to be affected and, which is 
perhaps more important, would definitely indicate that Congress had 
no intention to preempt the field and to exclude the States therefrom 
insofar as banks of their own creation are concerned. 

The following additional amendments of less importance, but which 
might improve section 3, are suggested : 

In subsection (c) the description of the authorities other than the 
Board whose recommendations are to be obtained could be made more 
explicit. I suggest that in place of the reference to— 


Federal bank supervisory authorities and the appropriate State bank supervisory 
authorities 
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on page 5, lines 9 and 10, both of those lines be stricken and that there 
be substituted the following: 

Comptroller of the Currency if the applicant company or any bank the shares 
of which are sought to be acquired is a national bank or a district bank, or the 
appropriate bank supervisory authority of the State in which the applicant 
company or any bank the shares of which are sought to be acquired is a. State 
bank, the Comptroller and such State * * *, 

To provide, in cases of emergency, for a shortening of the 30-day 

period of notice to other supervisors, there might be added to the first 
sentence of subsection (c) (p. 5, line 13) the following: 
Provided, That less than thirty days may be allowed by the Board for the sub- 
mission of such views and recommendations in any case in which the Board deems 
it necessary and clearly in the public interest-for the protection of depositors of 
the bank or banks involved to act upon such application within a shorter time. 

There may be another and more simple method of dealing with this 
question. Expansion of bank holding companies is primar ‘ily a ques- 
tion of competition and monopoly. Acquisitions by bank holding 
companies are subject to the Sherman Act and, as recently decided in 
the Transamerica litigation, to the Clayton Act insofar as stock acqui- 
sitions are concerned, 

There are now pending in Congress S. 2075 introduced by Senator 
Sparkman and H. R. 5948 introduced by Mr. Celler which would com- 
plete the coverage by bringing asset acquisitions within section 7 of 
the Clayton Aet. This problem might and perhaps should be dealt 
with directly as one of monopoly “and competition. The indirect 
approach adopted by H. R. 6227 has resulted in a bill which will lead 
to confusion in the field of bank regulation, unnecessary conflict be- 
tween State and Federal authorities, and restrictions on normal 
growth far more severe than those of the antitrust laws. 

As to the definition, a further problem in connection with bank 
holding company legislation is the matter of definition of what con- 
stitutes a holding company. 

The provisions of S. 880 and H. R. 6227 are substantially the same 
with respect to definition, except that the House bill contains a pro- 
vision bringing within the definition of bank holding company a 
“successor, which is defined as a company which acquires bank 
shares from a holding company, if the transfer makes no substantial 
change in the control of the bank or the beneficial ownership of the 
shares. S. 2350 contains a similar “successor” provision. These defini- 
tions in saetiont 3 of S. 880 and H. R. 6227 include any company which 
controls 25 percent or more of the voting shares of 2 or more banks 
or of a bank holding company, or which the Federal Reserve Board 
determines to be exercising a controlling influence over 2 or more 
banks. Exceptions are provided which are the same in these 2 
bills, except that H. R. 6227 provides exemptions, in addition to 
those of S. 880, for agencies a the United States Government and, 
as to bank shares now owned, for a company whose affiliated banks 
have aggregate deposits of not over $15 million. The details of these 
exemptions are set forth in a tabular comparison prepared for the use 
of your committee. 

The definition of bank holding company in section 2 of S. 2350 dif- 
fers from the other bills in adopting the basic requirement of majority 
ownership of 1 bank rather than 25 percent of 2 or more banks and 
omits any provision for bringing a company under the definition by 
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a discretionary finding of the Federal Reserve Board. It also in- 
cludes companies which, after a specified date, own over 50 percent of 
the shares voted in the election of directors of a bank, control in any 
manner the election of a majority of such directors, or for the bene- 
fit of whose shareholders a majority of the voting shares of any 
bank is held by trustees. Under this section a company which once 
becomes a bank holding company continues to be one so long as it con- 
trols as much as 5 percent of the voting shares of any bank. ; 

Northwest Bancorporatoin has no direct interest in these definitions, 
as it, as well as most of the other companies mentioned in these hear- 
ings, would be a bank holding company under any definition which 
has been proposed. 

I might point out, however, that the exemption, as to present bank- 
stock holdings, which is granted in the other bills to mutual savings 
banks, religious, charitable, scientific, literary and educational cor- 
porations, funds and foundations, and companies whose affiliated 
banks have deposits of not over $15 million, does not appear in 8. 2350. 
S. 2350 would treat all these organizations as bank holding companies, 
but would exempt mutual savings banks and charitable organizations 
from the divestment provisions. S. 2350 also omits the exemption in 
H. R. 6227 which would cover certain administrators, executors, and 
trustees. 

The Federal Reserve Board has indicated a decided preference for 
a one bank definition but feels less strongly on the 25-percent to 50- 
percent difference. 

Information covering banks, which would be included under the 
one bank definition, is not available to me, but the committee, no 
doubt, has means of obtaining it. So far as Northwest Bancorpora- 
tion is concerned, we have no particular interest in this matter. I 
would, however, suggest that before enactment of this provision those 
affected, particularly where they are not aware of their inclusion, 
should be afforded an opportunity to present their views. 

On general principles related to sound banking, I feel that the 
definition in S. 2350 may be better than the others. The exemption 
by the other bills of mutual savings banks and charitable corporations 
and foundations may be open to question. Mutual savings banks 
operate for the most part on funds of their depositors and in times of 
economic stress, when affiliated banks might need financial assistance, 
those deposits would decline and so they might be less able than a well- 
capitalized holding corporation to furnish the needed aid to their 
banks. I believe that supervisory authorities have expressed appre- 
hension that the management of a bank holding company might fall 
into the hands of persons who lack banking vs and the ability 
to appraise the management and banking policies of the banks con- 
trolled. This might well be the situation in the usual fund or founda- 
tion. These characteristics of savings banks and foundations would 
seem to require their inclusion in, rather than exclusion from, the 
definition. One religious oo? ~ eee is reported to own the control 
of four banks, and the $15 million exemption would apply, I believe, 
to a finance company with resources of over $111 million, but the bill 
would prohibit other bank holding companies from owning a finance 
company, credit life company, or other institutions normally related 
to banking. The exemption in H. R. 6227 for executors, administra- 
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tors, and trustees appears inconsistent with the omission of coverage 
of individuals. 

May I suggest three amendments to section 2 of S. 2350 which 
might make it more workable: 

1. On page 2, line 13, strike the words “clauses (1), (2), or (4) of.” 

The provision in which they appear is designed, I assume, to ter- 
minate the holding company status when a company disposes of 
substantially all of its bank shares. As it now reads, however, even 
if a company disposed of all of its bank shares it might continue to be 
a bank holding company if it had at any time since the specified date 
controlled the election of a majority of the directors of the bank. I 
do not think that result was, or should be, intended. 

2. Page 2, line 22, add at the end of the sentence— 
or by virtue of shares acquired in the regular course of securing or collecting 
a debt previously contracted in good faith, #f such shares are held not longer 
than 2 years after the date on which they were acquired. 

This would recognize the parallel treatment accorded assets acquired 
on debts previously contracted with those held in a fiduciary capacity, 
which are mentioned in the provision amended. 

3. Page 3, line 2, insert after the words “United States” the words 
“or any agency thereof.” 

A similar amendment was made to H. R. 6227 on the House floor, 
and the Federal Deposit Insurance Corporation has requested that 
it be exempted. 

As to divestment, each of the three bills would prohibit a bank hold- 
ing company after 2 years from the effective date of the act if not 
extended by the Board from owning voting shares of any company 
other than a bank or from engaging in any business other than that 
of banking. H. R. 6227 permits, in addition, the business of manag- 
ing or controlling banks, owning properties used by a bank in its opera- 
tions, the safe deposit business, and furnishing certain services to its 
subsidiaries. The prohibitions of S. 2350 apply only to voting shares 
of companies other than banks, while the other two bills cover other 
securities and debt obligations as well as shares. 

Each of the bills provides for exceptions from the divestment 
requirements. In S. 880, section 6 (c) excepts shares, securities, and 
obligations of bank-premises companies, salndapield companies, and 
companies furnishing certain service to subsidiaries, shares, securi- 
ties, and obligations er ora by a bank which is a bank holding com- 
pany on debts previously contracted with a 2-year limit on retention ; 
shares, securities, and obligations acquired from a subsidiary which 
has been requested by its supervisory authority to dispose of them 
with a 2-year limit on retention; shares, securities, and obligations 
held by a bank which is a bank holding company in a fiduciary capacity 
or which would be eligible for investment by national banks; any 
shares or investment held by a bank which is a bank holding company, 
if such bank is permitted to own them under the law of the State where 
it is operating; and shares, securities, and obligations of any company 
which do not include more than 5 percent of the voting shares of such 
company and do not exceed in value 5 percent of the total assets of 
the bank holding company. 

H. -R. 6227 contains the same exceptions and in addition excepts 
ownership by a bank which is a bank holding company of shares Jaw- 





328 CONTROL OF BANK HOLDING COMPANIES 


fully acquired and owned prior to the date of enactment by such bank 
or any of its wholly owned subsidiaries, and ownership by any bank 
holding company of shares, securities, and obligations of an invest- 
ment company engaged solely in investing in securities, which securi- 
ties are within the 5-percent to 5-percent limits above referred to. 

Senator Roserrson. We had better stop there and discuss that a 
little bit. 

Mr. Tuomson. I wonder if I might not read about S. 2350 and then 
discuss it ? 

Senator Ropertson. That is an exemption of an insurance company ? 

Mr. Tuomson. Yes. The lawfully owned provision, as I under- 
stand it, would include a fire-insurance company which is a subsidiary 
of a bank holding company. 

Senator Roperrson. What do you think of the general proposal? 
Is that the only insurance company that is exempted in the House 
bill? 

Mr. Tuomson. As far as I know, it is, Senator. 

Senator Rogerrson. What do you think of the proposal to exempt 
one insurance company for a bank holding company and not exempt 
any others? 

Mr. Txomson. Well, there is one thing that runs through H. R. 
6227—the number of exemptions that are made for specific instances. 
I think, as to bank holding companies, they all ought to be treated 
alike along lines of principle and that there ought not to be specific 
exemptions as to one type of institution and then prohibit the rest of 
them from being in the same business. 

Senator Ronerrson. Does my bill confer authority upon the Federal 
Reserve Board to make exemptions? 

Mr. Tuomson. Your bill would allow them to in their discretion 
allow exceptions only as to those institutions which are clearly closely 
related to banking. 

Senator Roserrson. Closely related to banking? 

Mr. Tuomson. That is right. 

Senator Rosrrrson. An insurance company would not be closely 
related to banking or would it? 

Mr. THomson. Well, it might be. For instance, as to banking gen- 
erally, independent and bank holding company and branch have gone 
more into installment credit. There has been a service built up that 
is very valuable and is in general demand by borrowers. That is 
credit life—credit life insurance. Credit life insurance has become 
an adjunct of certain types of lending in banks today. That is one 
type of insurance company. 

Senator Rosertson. If a bank makes small loans, for instance, and 
wants the borrower who does not have any gilt-edged collateral to be 
in a position to repay it if he should die, he would just take out some 
insurance ? 

Mr. Tuomson. That is right. 

Senator Roserrson. In that way that insurance company would be 
related to banking? 

Mr. Tuomson. I feel that way; yes. 

Senator Roserrson. How about investment companies that are 
under the control of the Securities and Exchange Commission? Are 
they related to banking? Could they be exempted by the Board if it 
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wanted to—if a bank holding company also had controlling interest 
of an investment banking company ¢ 

Mr. Tuomson. So far as I know, there is only one bank holding 
company that has an investment company. That happens to be a 
minor matter in the whole scheme of bank holding companies. 

Senator Roserrson. You mean minor to whom? Minor to them 
or minor to the rest of us? 

Mr. Tomson. I think to all of us, as a matter of fact. As I under- 
stand it, the First National of Louisville group have an investment 
company which is minor in the whole scheme of things and is an 
integral part of their operations. I think that might well be 
considered. 

Senator Rosperrson. Whom does this $15 million of assets let out? 
That lets out somebody, does it not ? 

Mr. THomson. One of the finance companies, as I understand it. 

Senator Rosertrson. In what State? 

Mr. THomson. I think their headquarters are in New Jersey or 
Delaware or somewhere—in the East some place. 

Senator Rospertrson. The $15 million lets out that one? 

Mr. Tuomson. That is right. 

Senator Roperrson. What lets out the one in Kentucky ? 

Mr. THomson. That is the securities of a subsidiary that is law- 
fully owned under the laws of the State. 

Senator Rozsertson. What lets out the one in Georgia? 

Mr. THomson. That again would be let out as to one part of it by 
the laws of the State. 

Senator Roserrson. Of course, they are all very influential. But 
you think everybody ought to be treated alike? 

-~ Tuomson. That is right, sir. 

S. 2350 has fewer specific exceptions. Section 4 (c) excepts shares 
(as only shares are covered by its divestment provisions) of any 
company engaged solely in a safe deposit or fiduciary business or— 





of any company all the activities of which the Board has determined to be so 
closely related to the business of banking or of managing or controlling banks 
as to be a proper incident thereto and as to make it unnecessary for the pro- 
hibitions of this section to apply in order to carry out the purposes of this Act. 
It also has exceptions for fiduciary holdings by a bank, shares acquired 
by a bank on debts previously contracted (but with a possible 5-year 
holding period) and a 5 percent—5-percent exception for direct hold- 
ings by a bank holding company but not through an investment 
company. 

Subsection (d) in section 5 of S. 2350 provides 2 additional excep- 
tions, 1 for any bank holding company which is organized and oper- 
ated for religious, charitable, scientific, literary or educational pur- 
poses, and the other for any bank holding company which the Board 
determines is a bank holding company only because it et a bank 
for the purpose of providing necessary banking facilities, or assuring 
the sound Faidsicinl condition of such bank or for canes reasons 
clearly in the public interest, such determination to be subject to 
revocation by the Board. 

Senator Roperrson. That last exemption let out the duPont charity 
fund, $300 million ? 
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Mr. Tomson. No; it was not that. The one that let them out was 
the one that said that an estate or an operation under a testamentary 
trust—— 

Senator Rogertson. I understand that Governor Robertson of the 
Federal Reserve Board said that under neither bill would that charity 
trust be included by proper construction of the definition—that they 
did not have to be let out under the House bill because they were 
not under it anyway. 

Mr. Tomson. As I understand it, this was an additional assurance 
of protection to them. 

Senator Roserrson. I see. Now, let’s get your recommendation on 
this business of letting out some and holding the others in. What is 
your specific recomme endation on that? Should there be a general 
leeway of letting everybody have one of something, or should we just 
keep them all in and leave it all to the discretion of the Board, or how 
would you recommend that be done? 

Mr. THomson. Let me read two paragraphs. I have got my exemp- 
tion statement there. 

S. 2350 approaches the problem on a different and what appears to 
me a sounder basis. That bill also contains some specific exceptions 
but, for the most part, they are based upon recognized banking prin- 
ciples. For instance, they except shares of safe deposit and fiduciary 
companies and shares acquired by a bank in good faith | in a fiduciary 


capacity or on debts previously contracted. There should be added 
to, and following, the reference to “safe deposit or fiduciary business” 
on page 7, line 1, the words “or in furnishing services to a bank hold- 
ing company and any bank of which it owns or controls a majority of 
the voting shsares.” The only other exceptions are the 5 percent—5- 


percent provision which affects only shares which could not possibly 
involve control and 2 other types of holding companies the classification 
of which as a holding company has been strongly contested. 

In place of the additional specific exceptions contained in the other 
two bills, S. 2350 provides a general exception for the shares of any 
company all the activities of which the Board determines to be closely 
related to the business of banking or of managing or controlling banks. 
Many of the shares which a holding company would be required to 
dispose of under an unqualified divestment provision represent in- 
terests in companies engaged in the businesses of lending, consumer 
credit, investment, insurance, and other operations requiring the exer- 
cise of the same skills in credit and investment which are developed 
in commercial banking and these companies, in many cases, are help- 
ful adjuncts to certain special fields in the banking business. These 
operations might well be considered as closely related to banking. 

I suggest that the “closely related” provision in section 4 (c) (1) 
on page 7 of S. 2350 be amended so as to furnish some guidance to 
the Board in the exercise of its discretion in determining what busi- 
nesses are closely related. This might be done by inserting after the 
word “company” at the end of line 1 on page 7 the following: 


Engaged in a financial, fiduciary or insurance business. 
The result of this change would be to permit the Board to exempt 
as closely related businesses only companies engaged in financial, 


fiduciary and insurance businesses. You would clear up immediately 
the question of all unrelated businesses, and you would limit the Fed- 
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eral Reserve Board’s discretion, and it would only be discretionary as 
to them and limited to those types of businesses. 

Section 4, if so amended, would not provide an exemption for the 
shares of certain nonfinancial companies which have been legally 

.cquired and held for many years by certain holding companies and 
are retained only as valuable investments. It has been suggested 
that as to investments of this type holding companies might be re- 
quired to divest themselves of such securities within the period pro- 
vided in the bill, but that the tax relief provisions of 5S. 2350 be 
amended so as to provide for tax-free treatment of the sale of such 
investments provided that the proceeds are invested within a reason- 
ible time in the capital structures of present bank affiliates of the 
holding company or in other investments which ‘are eligible for bank 
investment thus retaining the capital in the banking system. 

To permit a holding company to furnish directly services which 
it should be permitted to furnish through a subsidiary, subsection 4 
(a) (2) should be amended by adding after the word “banks” at page 
6, line 7, the following: “or of furnishing services to or performing 
services for any bank of which it owns or controls a majority of the 
voting shares.” 

I will comment only briefly on the certain other features of the bills 
which are perhaps less essential to this legislation except in the case 
of the tax provisions which are really a part of the problem of di- 

vestment. 

It seems to me, to put that, if I can, rather simply, Senator, there 
are certain services a holding company renders, and there are cer- 
tain corporations like safe deposit companies and that sort of thing 
that it seems to me ought to be clearly exempt, and they ought to apply 
to every bank holding company. There would then be in the law this 
provision that says that you can invest—the holding company has to 

carry readily marketable assets under your bill—not more than 5 per- 
cent of the securities of a company and not more in one security than 
5 percent of the total securities of that company. 

Then the third thing, the third division, would be that the only 
exemption would be as "to businesses that are so closely related to 
banking as determined in the discretion of the Federal Reserve Board 
and limited to financial, fiduciary, and insurance businesses. That 
would automatically mean the fish company would be out. 

Senator Ronertson. Do you include accident insurance or any other 
kind of insurance besides life insurance ? 

Mr. THomson. The Board would have to determine that that was 
so closely related to banking. Just offhand, in my approach to this 
thing, it is awfully difficult to define the term “banking,” but the 
phrase that would have to govern would be “so closely related to bank- 
ing as to make it possible.” I would not think accident insurance was 
closely related to banking myself. 

S. 880 and H. R. 6227 contain a declaration of policy. S. 2350 omits 
such a declaration. It is not only unnecessary but contains implica- 
tions not based on fact. The substantive provisions should definitely 
<a the will of Congress without being affected or overridden by 

vague and general statements in a declaration. This was dealt with 
in my House testimony. 

Each bill contains a section dealing with registration reports and 


examination. Some such provisions are necessary. My only sug- 
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gestions are (1) that the time for initial registration should not be less 
than 6 months as in 8S. 880 and H. R. 6227. (2) that the provision for 
examination of subsidiaries contained in those 2 bills is unnecessary 
as the subsidiary banks’ condition will be disclosed in reports of their 
regular examinations, and (3) that the requirement of a report to 
Congress within 1 year is unrealistic, as the Board will not in that 
short time have acquired sufficient experience on which to make recom- 
mendations. 

Section 5 of S. 2350 seems preferable to section 4 of the other bills, 
but might be amended to lengthen the 90-day period for registration. 

Section 7 of S. 880 and H. R. 6227 would absolutely prohibit inter- 
company borrowing and certain other intercompany transactions. 
S. 2350 has no such provision. It appears from testimony of Federal 
supervisory authorities and of various companies that there are no 
abuses of this character and that section 23A of the Federal Reserve 
Act has worked well in preventing them. I suggest that the public 
interest would be better served by omitting this section and amending 
section 23A to cover all banks, rather than only member banks. 

The reservation of rights to the States appears as section 8 in S. 880 
and H. R. 6227 and does not appear in §. 2350. I referred to it in 
discussing expansion and suggested that it might be inserted in S. 2350 
as a substitute for the undesirable State statute provision now appear- 
ing at the end of section 5 (c) of that bill. 

The provisions for hearings and review in section 9 of S. 880 and 
H. R. 6227 have been eriticized by the Federal supervisory author- 
ities. I donot feel competent to suggest specific provisions in a situa- 
tion which appears to involve technical points of administrative pro- 
cedure. I do feel, however, that the companies to be regulated are 
entitled to adequate protection against arbitrary and unjustified 
decisions by the administering agency. 

In S. 2350 the amendments in section 7 are limited to tax provi- 
sions relative to the disposition of property to comply with the act. 
The other bills would, in addition, amend other existing statutes deal- 
ing with affiliates. The Board has stated that such amendments are 
undesirable as they would affect other statutory provisions dealing 
with affiliates. These amendments would also eliminate the voting 
permit requirement and the requirement that holding companies accu- 
mulate for the protection of their affiliates readily marketable assets 
other than bank stocks. I doubt the wisdom of such amendments and 
would confine this section to tax amendments which might be ampli- 
fied by adding the provision on sale of prohibited property and rein- 
vestment of proceeds to which I have already referred. 

In other words, the Federal Reserve Board feels it is desirable to 
continue the voting permit mechanism and to continue the provisions 
requiring readily marketable assets. I would agree with that, and 
those are dealt with satisfactorily in your bill but not in the others. 

Section 12, H. R. 6227, appears.only in H. R. 6227 and indicates a 
policy directly —— to that expressed in the last paragraph of 
section 7 of the Clayton Act. That paragraph specifically provides 
an exemption from Clayton Act proceedings for any acquisition ap- 
proved by the Civil Aeronautics Board, Federal Communications 
Commission, and other agencies in whom there is coupled, as will be 
the case of the Federal Reserve Board, both the power to give prior 
approval and the power to enforce section 7 in its particular field. 
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In fairness and on precedent this section 12 should amend section 7 
of the Clayton Act to add the name of the Board to those agencies 
whose approval gives an exemption. Instead of that, however, the 
draftsmen of H. R. 6227 have done the exact opposite. This is fur- 
ther evidence of the proponents’ unfair and vindictive attitude toward 
hi _ holding companies. 

2350 is in my opinion a much sounder approach to attaining ade- 


uate and fair bank holding company legislation than either S. 880 
or H. R. 6227. 

The major objectives of such legislation should be: An adequate and 
practical definition of a bank holding company; effective control of 
bank acquisitions by a single Federal agency based on uniform stand- 
ards, sound banking conside rations, the provisions of the Clayton Act, 
and the public interest; and provision for permissive maintenance by 
bank holding companies of those activities closely related to banking 
with ample time and appropriate tax relief for assets which are re- 
quired to be divested. 

Now, in conclusion I might say this: I really appreciate the oppor- 
tunity of appearing before your committee in regard to this corpora- 
tion and other bank holding companies. 


If I can help by furnishing additional information or rendering 
assistance I will be glad to respond to your request. 

Senator Rozerrson. We want to thank you for your statement. It 
has been interesting and informative, and, as far as the chairman 
knows, you and Mr. Arthur Morris are the only 2 witnesses who have 
been in the banking business actively for more than 50 years. 

I wish to summarize, if I can, the amendments that you have pro- 
posed and then ask you to indicate which of the amendments you think 
are major or vital and which are minor and, we might say, discre- 
tionary. I will read over, as I get your amendments, a little résumé of 


them. [Reading:] 


Amend section 3 to allow a bank holding company to acquire minority interest 
shares without FRB approval when it already owns a majority of voting shares. 

Strike out the last sentence of section 3 (c) which applies to provisions of State 
statutes and substitute something similar to section 8 of H. R. 6227 which says 
the Bank Holding Company Act shall not be construed as preventing any State 
from exercising such powers and jurisdiction which it now has or may hereafter 
have with respect to banks, bank holding companies, or subsidiaries. 

Make more explicit the description of authority other than the Board whose 
recommendations are to be obtained. 

Provide in case of emergency for a shortening of the 30-day period of notice 
to other supervisors. 

Then under “definition” to strike the words “clauses (1), (2), or (4) of,” on 
page 2, line 13, to be sure that the company which disposes of substantially all of 
the bank shares will no longer have holding-company status. 

Add to line 22 of page 2 language recognizing parallel treatment accorded 
assets acquired on debts previously contracted with those held in a fiduciary 
capacity held for not more than 2 years. 

3. On page 3, line 2, add “or any agency thereof,’ to be sure that the FDIC is 
exempted from the holding company definition. 

Dealing with divestment: 1. After referenee on page 7, line 1, to safe deposit 
or fiduciary business, add “or in furnishing services to a bank holding company 
and any bank of which it owns or controls a majority of the voting shares. % 

2. Amend closely related provision of section 4 (c) (1) on page 7 to furnish 
guidance to the Board in the exercise of its discretion in determining what busi- 
nesses are closely related. Suggested language would mention “financial, fidu- 
ciary, or insurance business,” which would limit discretion to those types. 
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3. To permit holding companies to furnish directly services which it should be 
permitted to furnish through a subsidiary amendment, subsection 4 (a) (2) 
after “banks” at page 6, line 7, by adding “or of furnishing services to or per- 
forming services for any bank of which it owns or controls a majority of voting 
shares.” 

Which of those do you regard as major and which as minor ? 

Mr. Tuomson. Well, Senator, the one about acquisitions and the 
States rights and control of national banks is vital on principle and 
affects all bs a and affects all bank holding companies. I would 
rate that as No. 1. The section on closely related activities is of vital 
importance to ie companies that have engaged in outside activities. 
There is a principle involved there as to div orcing a business that has 
been built up legally, where these activities are an 1 integral part of the 
business, to divorce the mselves or be divorced. That I woe rate No. 
2. I would rate No. 3 because it has a lot of complications and it seems 
to me inconsistent- that j is the minority shares amendment—that you 
should have to go back to the Federal Reserve Board in case of the 

purchasing of minority shares from a stockholder or director, or in the 

case of issuing new stock, other matters. Because my suggestions in- 
volve no exceptions for any one company, I would also put in the mat- 
ter of adding a tax sale as well as a tax distribution as No. 4. I would 
rate the service to banks and the specifying more definitely the services 
as No. 5. I think that goes far enough down the list. But No. 1 cer- 
tainly is the acquisition section and the veto power of the Federal 
Reserve Board. 

Senator Roserrson. That, in your opinion, is the most vital. 

Mr. Tuomson. That affects all holding companies. Closely related 
is No.2. As a matter of fact, Senator, that is saying just what you 
said, that it should be for the purpose of controlling expansion and 
the divestment of nonbanking activities. That is what your bill says. 

Senator Ronerrson. You have been in the banking business for 50 
years, and I have been in the legislative business for 40 years. On 
the basis of 28 years of service first in the State senate and 22 years 
in Congress, I found you do not make much headway on a bill if you 
accept an amendment offered by the opponent to the bill. He is still 
going to vote against you. Which of these amendments if adopted 
would enable you to support the bill? I cannot guarantee you any of 
them, but I would just like to know if we make some concession to you 
whether we have gained a friend or just weakened the bill. 

Mr. Tomson. I have tried to take the position here that I was talk- 
ing in the public interest. I will be perfectly frank. As to North- 
west Bancorporation alone, if you exempt or if you change the States’ 
rights position, the veto power, then outside of the minority shares 
and technical amendments which we can always discuss, the North- 
west Bancorporation is not affected by the bill. It is going to be 
tougher for us to expand. There is no question about that. But it 
would not affect it. On the other hand, I cannot just take that posi- 
tion if I am talking about the bill in a comparison, and I think that 
the suggestions I have made here about narrowing the definition of 
closely related banking and still leave the discretion of the Federal 
Reserve is an entirely fair way of dealing with the situation that, tak- 


ing all bank holding companies in the public interest, has to be dealt 
with. 
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So, selfishly, S. 2350, without the veto power and minority shares 
and some lesser amendments would take care of us. 

Senator Roserrson. We recognize that most of your amendments 
are in the nature of a pro bono publico service. You have got two of 
them that really affect you. 

Mr. THomson. Yes. 

Senator Roserrson. Are there any other bank holding companies 
that share your views on this legislation ? 

Mr. Tuomson. Well, I think that the testimony of the holding com- 
panies that have no nonbanking activities has been along the same 
general lines of 8. 2350 with the changes : as to the veto power, minority 
shares, and taking care of their servicing requirements. 

Senator Roserrson. On the assumption that it is satisfactory to 
them, do you think by Thursday afternoon, when we plan to close 
the hearings, that you could get letters for insertion in the record 
from them stating it will be satisfactory, because then if a fight 
should develop on the floor from some quarter, we would have the 
letters saying it is satisfactory. Could you do that? 

Mr. THomson. I would attempt to canvass them and see what I can 
get. I will certainly attempt to do that. On the closely related to 
banking—now, that would affect Transamerica Corp., who are going 
to testify yet; General Contracting, who have testified; the Morris 
Plan, who have testified: the First National of Louisville: and it 
would affect, I would think, half a dozen other companies as to credit, 
life, and as to finance operations. 

I think if I was going to be of any service to you, in view of the fact 
that this matter of closely related to banking affects so many com- 
panies, that I ought to canvass them on that, too. 

Senator Roserrson. Are there any further questions? If not, we 
thank you for the help that you have given us in this study. This 
is a technical matter and it is highly controversial. We recognize 
that we cannot possibly bring out a bill that is going to satisfy all the 
bank holding companies. If it did, there would be no use in bringing 
it out. It would not have anything in it. 

Mr. Tomson. May I make one more request. As long as I have 
done this much, if I find any more technical amendments, may I sub- 
mit those for the record—just purely technical. 

Senator Roperrson. We plan a meeting of the subcommittee com- 
mencing on Tuesday, and we hope that in 2 days we in the subcom- 
mittee can agree on a bill. It is quite apparent that to get a bill 
everybody has got to make some concessions. I have my views, but 
each member of the committee may have a view. What we hope to 
do, and I don’t know whether we can or not, is that when we finally 
report a bill, it will be by the unanimous vote of our committee. We 
will try to do that. I feel quite confident that we can get a unanimous 
report of the subcommittee. I do not know about the full committee, 
since they have not had the advantage of hearing all the testimony 
and studying it all, But even then, it is the intention of the chairman 
of the subcommittee to make concessions with a view to getting a bill 
out. 

Of course, it is quite apparent that we cannot complete action on 
it in this session, but it will still stay on the calendar and we can start 
again early next year. 
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Mr. Tromson. You think it is impossible to get it. I am not urg- 
ing that at all, but you think it will be impossible to get any action 
before this Congress adjourns 

Senator Ropnerrson. Well, it would practically have to be by unani- 
mous consent. So far we have not found any unanimous consent. 
There certainly was not in the House, and I would be rather presump- 
tuous to say we can bring a bill out that has been under consideration 
and debated back and forth for the last 10 or 15 years and everybody 
in the Senate is going to say all right and vote “Aye” and that is the 
end of it. I do not believe it can be done. But we are going to try 
to get a bill out. We do not assume we can complete action on the 
bill, when we could not possibly get it before the Senate until next 
week, and then we adjourn the end of the next week. I do not think 
that we could complete action on it before adjournment on the 30th 
of July. 

Senator Morse. Mr. Chairman, may I raise a point of information 
and make a request to the committee. I am not a member of this 
subcommittee, and therefore I am quite uninformed about what has 
gone on. But as the chairman knows, each one of us on the committee, 
and I suppose in the Senate generally, has received a great deal of 
mail on this matter. 1 have made no commitments for or against 
any bill, although I have received communications, both from the so- 

called holding company banks and from the independent bankers. I 
have received communications that cause me to put a point of view in 
a brief paragraph or two, ending up with a request to the committee, 
if it meets with the pleasure of the subeommittee. 

[ understand that Governor Robertson of the Federal Reserve 
Board testified early in these hearings, July 5, I think, stating that 
there were 114 companies which own or control 50 percent or more 
of the stock of a bank and various nonbanking interests. I under- 
stand he also testified that there are an additional 43 companies which 
control at least 25 percent of the stock of 1 bank and have nonbanking 
interests. If he is correct, this makes a total of 157 companies that 
may be involved in the chairman’s bill, S. 2350. And I understand 
that these 157 companies are not covered by H. R. 6227 or S. 880. 

Senator Ropgertson. 46 are covered by that. 

Senator Morse. Out of the 157. Well, as I say, I am not familiar 
with all the details. lam presenting to you what very reliable sources 
have argued with me, and as you and I know, we sometimes have to 
correct their honest mistakes. 

But if there are as many as you state, it would seem to me that the 
names of these companies should be made available to us, when we 
come to consider this in the committee, together with information 
concerning their banking and nonbanking interests. 

Senator Roserrson. The names will be available to the subcom- 
mittee. 

Senator Morse. I understand that the Federal Reserve Board has 
a list of these companies. 

Senator Rosrerrson. They have been requested and it will be 
furnished. 

Senator Morse. You have already covered what I came to ask for— 
that the names of the companies and their interests be listed, and be 
made available to the committee. I fully appreciate the fact that you 
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cannot call them all in to testify, but I would request that they be 
given an opportunity to file at least memoranda statements with the 
committee, and I assume that we will have some witnesses that will 
act as spokesmen for the group. 

Senator Roperrson. I doubt it. 

Senator Morse. You doubt it. 

Senator Rorerrson. They have not been asked to testify. 

Senator Morse. As I say, I am not familiar with the hearings, but 
if you have better than 100 companies that would be involved in the 
bill, I should think we ought to have in the record some statement 
from them or some representation of their point of view, in relation 
to the bill. 

Senator Rogertson. Well, the chairman of the subcommittee will 
say that he does not plan to bring in one-hundred-and-some-odd bona 
fide operators and put them under strict regulation and make them 
subject to this definition in the House bill, that they are malfactors, 
so to speak. 

Senator Morse. I would not ask for that, of course, nor would I ask 
that all these people be allowed to testify, but only when we get to the 
full committee, that there be a record of the position of these people. 

Senator Roperrson. You will understand, Senator, that 4 years 
ago I conducted very extensive hearings; last year Senator Capehart 
conducted very extensive hearings; this year the House had very 
extensive hearings, and if we are even to agree on a bill before adjourn- 
ment, we have to limit the hearings. If one bank holding company 
asked for the privilege of putting on 17 witnesses and that same com- 
pany testified every time they had a bill up here, naturally we could 
not do that. Neither could we go out and beg those we think might 
be affected to come in and testify where they did not ask to testify. 

Senator Morse. I certainly agree that you have to limit the testi- 
mony. The only thing I wanted to call to the chairman’s attention 
was that representations have been made to me that as of this date, 
at least, the record does not include what might even be called a sum- 
mary of the position of these 157 institutions. 

Senator Roperrson. Many of them don’t know this legislation 
affects them at all. 

Senator Morse. That is what I have been informed. 1 respectfully 
suggest that someway, somehow, some notice ought to go out to them 
and they be given an opportunity to file a statement. 

Senator Rosertson. Well, they have got until Thursday afternoon 
to file it. You have a mighty good reporter here carrying these pro- 
ceedings, and I assume that if “they think that they are in jeopardy, 
they will let us hear from them. 

Senator Morse. I mean no flattery when I say this. I want to com- 
mend the chairman for the procedure he has been following. I agree 
with the implication of one of his remarks. I just do not think there 
is much of a chance of getting legislation before January or February. 
But if we can complete this part of the hearings and then offer an 
opportunity in the recess for p oe -sge to file additional staterooms 

Senator Ropertrson. Everybody can study it and inform us. If 
we have not got the right kind of bill, there is alw: ays full opportunity 
for debate by the members on the floor. 
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We are so happy that you came. 
Thank you, Mr. Thomson. 
(Mr. Thomson’s prepared statement follows :) 


STATEMENT OF J. CAMERON THOMSON, PRESIDENT, NORTHWEST BANCORPORATION, 
MINNEAPOLIS, MINN. 


In discussing the matter of bank holding company legislation it seems advis- 
able to take a little time to review what a bank holding company is; how it 
operates; present legislation and the relative importance of bank holding com- 
panies in our banking structure. 

While some definitions which have been suggested might include other types 
of organization or groups, the typical bank holding company is a corporation 
organized under the business corporation laws of a State and itself is not 
empowered to engage in banking. It owns the controlling stock in a number of 
banks, and besides its responsibilities as a majority stockholder it provides 
services to its affiliated banks. 

There are not many bank holding companies and their number and the rela- 
tive share of the Nation’s banking business centered in their affiliates has 
declined rather than increased. The Federal Reserve Board has furnished 
to this committee and to the House committee from time to time lists of holding 
company affiliate groups, showing the number of banks they control and the 
number of branches of those banks. Such lists were furnished to this committee 
at hearings in March 1950 and June 1953 and to the House committee in June 
1952 and March 1955. The more detailed figures are available in the records 
of the hearings, but looking only at those for the year-ends in 1933 and 1954 
we find that the number of companies declined from 20 to 18 (after an increase 
of one intervening reported date to 34), the number of banks controlled declined 
from 395 to 254, the number of branches declined from 606 to 579, total offices 
from 1,001 to 832. The total deposits for 1933 were not shown in dollar amounts, 
were stated as 10.70 percent of deposits of all commercial banks in the United 
States and. the corresponding figure for 1954 is 5.87 percent. The 1954 dollar 
amount was $10,781,929,000 which is less than 48 percent of the average deposits 
in New York City clearinghouse banks for 1954. 

Centralization of banking power in a single national financial center has been 
considered undesirable by many students of banking and the holding companies 
have contributed to decentralizing such concentration by aiding in the building 
of strong banks able to meet the requirements of their own trade areas. 

It is significant that during the period between December 31. 1943, and Decem- 
ber 31, 1953, the number of branches of banks in the United States (under legal 
authorization by the States) had grown from 4,000 to 6,227. By way of con- 
trast it is noted that the bank holding company movement is not one that gives 
evidence of sweeping the country or of monopolizing its banking resources. 

Existing bank holding company legislation passed in 1933 after 2 years of 
study by the Senate under the subcommittee chairmanship of another distin- 
guished Virginian, the Honorable Carter Glass, provides that bank holding com- 
pany affiliates as well as other affiliates of national or member banks are subject 
to examination by the Federal Reserve or the Comptroller’s examiners. 

Reports considered necessary to give the Federal Reserve authorities adequate 
information in order to meet their responsibility as the administrative agency are 
provided for. Holding company affiliates are restricted in voting for their local 
Federal Reserve Bank directors. Holding companies are required to carry 
readily marketable assets other than bank stock as a protection against their 
responsibilities which is not required of the stockholders of an independent bank. 
They are required to secure a yoting permit in order to vote the stock they hold 
in affiliated banks which are Federal Reserve member banks and as a condition 
to the securing of such voting permit they must agree that to the extent it is 
within their power their subsidiary banking institutions will maintain a sound 
financial condition with adequate capital in relation to the character of assets, 
deposit liabilities and other corporate responsibilities of such subsidiaries. They 
are prohibited from paying dividends except out of actual net earnings. They 
are required to comply with section 23A of the Federal Reserve Act as to trans- 
actions between member banks and affiliates covering extensions of credit and 
purchase of securities under repurchase agreements. The management of the 
holding company must be and in the extent of its power the management of its 
subsidiaries must be, conducted under sound policies and the financial condition 
of the corporation including its capital and surplus must be adequate. The 
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corporation must also agree that it will not change the general character of its 
business or investments without the approval of the Federal Reserve Board. 

The affiliates of bank holding companies are governed by the same laws and 
regulations as any other independent bank and in addition are subect to the 
special provisions of the Banking Act of 1933. 

The various bank supervisory authorities in examining affiliates of bank hold- 
ing companies take into account the effect of the bank’s relation to the holding 
‘company and are particularly alert to any harmful influences or practices that 
might develop as a result of such affiliation. 

The principal factor in the success of any business is management. The bank 
holding companies generally include in their group outstanding banks with 
various specialized skills, a broad knowledge and understanding of banking and 
banking practices. Usually they make provision for conferences and committee 
participation so as to benefit from group experience as to common banking and 
business problems. The holding companies are leaders in development of pro- 
gressive Management development and staff personnel policies. Their affiliated 
banks generally aim to pay good competitive salaries. In our own corporation 
and affiliates, all employees after a limited waiting period can look forward to 
a fair retirement allowance. They have a profit-sharing plan open to all em- 
ployees in the group who have attained 30 years of age and have had 5 years 
experience. All employees have the benefit of group life insurance and hospitali- 
zation plans and modern working conditions. They are afforded opportunities for 
training at the employer’s expense in American Institute of Banking courses or 
other technical courses which will benefit them in their work. If they can 
qualify as management potential, they have an opportunity to go to the graduate 
banking schools. They know that the group policy is to provide adequate train- 
ing and opportunities either in their own bank or in an affiliated institution. 

Over the last 5 years there have been retirements, resignations, and transfers 
of 37 executive officers of affiliates or managers of branches. Eighteen of the 
vacancies so created were filled by promotion within the ranks of the affiliated 
institution and 19 were filled by employees from other affiliates. In no case did 
the affiliate have to go outside the group to fill an executive position. 

To take a specific case, recently the executive of one of our moderately sized 
affiliates found his health impaired which necessitated an earlier than normal 
retirement. The directors of that institution first determined, principally because 
of the age of the second-ranking executive officer, that it was necessary to go 
outside their own ranks to fill his place. Their chief executive, in cooperation 
with the Bancorporation officers, made a list of four men, any of whom could 
handle the assignment. The Bancorporation personnel officers arranged for an 
appraisal of each suggested officer’s qualifications by his own directors, and this 
report was furnished to the directors of the institution concerned. A com- 
mittee of 3 of their directors, 1 a chief executive of a nationally known concern, 
took their time to visit 3 cities and interview each of the 4 men as well as his 
directors. In every case the directors concerned indicated they would prefer 
not to lose their associate, but if greater opportunity was afforded they would 
be willing to see him go. The committee then selected 2 of the 4 and invited them, 
together with their wives, to their own community. Finally they will select the 
person who will assume the position of chief executive of the bank affected with 
the guidance and cooperation of the present chief executive. This is indicative of 
management policies, of opportunities available, and of the feeling of responsi- 
bility and interest taken by directors of our local affiliates. The success of a 
bank holding company, assuming that its affiliates are located in desirable 
banking territory and affording diversification as to sources of income, depends 
upon the management of the corporation, competent management in the affiliated 
institutions and a proper relationship between those managing groups. 

Many bank holding companies are owned, at least as to a majority of stock 
ownership, in the territory served by their affiliates. This results from the 
basic association between the affiliate and the holding company being one of a 
mutuality of interest developed in part as a result of exchange of stock in the 
individual bank for stock in the holding company. In the case of Northwest 
Bancorporation 71.2 percent of our common stock is held in the territory served 
by our affiliates. We have 1,391,550 (27,831 shares) of preferred stock which 
is rapidly being converted to common and which because of having been sold 
to institutions is held in the majority of cases outside of our territory. We 
have 11,110 common stockholders, no one of which owns as much as 2 percent 
of outstanding shares. : 
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As a result of the community of interest in the ownership of the holding 
company, the diversification of income sources and the generally excellent man- 
agement in the affiliates, the bank holding companies make a creditable showing 
on comparison with other high-quality bank-type investments. Most publications 
and reviews dealing with bank stock investments list the stock of the leading 
bank holding companies as a prime investment. Our stock is listed on Midwest 
Stock Exchange. Our annual reports are complete and for the ninth con- 
secutive year have earned a merit award as measured by leading corporation 
reports. The holding companies, therefore, are able when growth of affiliates 
requires it to go to the capital markets for additional capital. In our own case 
the corporation has made additional investments over the years of over $15 
million in affiliates because of their unusual growth. 

The holding companies make available counsel and advice either through 
their own staff or through the staffs of affiliates as to all types of banking 
problems, such as new building plans, the most desirable type of equipment to 
met a particular operating problem, accounting procedures, investment for 
banks’ funds and operating ratios based on affiliates’ experience. All of these 
are available through the holding company but the decision as to use of the 
service and the determination of policies and practices rest entirely with the 
local affiliates. 

Most of the holding companies receive the funds to pay management and other 
costs of the holding company through service fees from the affiliated institu 
tions. These must be evaluated as to their worth and approved by the direc 
tors of the local affiliates. 

The opportunity afforded for local operation of a bank, with reliance on the 
holding company for capital, assistance in management, and personnel policies 
and the services rendered by the holding companies, not the least of which 
is an annual examination of each affiliate by the corporation's staff, all facilitate 
the obtaining of directors by local managements of a very high quality. 

In this respective affiliates of holding companies have an advantage in procur- 
ing desirable directors. Our cooperation, as well as some others, offers an addi- 
tional inducement. 

It is desirable for various reasons, including preservation of the right to file 
consolidated income tax returns, that a bank holding company protect itself 
against reduction of its percentage of control of a bank below a figure required 
for that purpose. Repeated sales to successive directors would reduce such per- 
centage unless the company could reacquire the stock when a director goes off the 
board of the bank. For that reason and because experience shows that a direc- 
tor’s wealth and his ability and desire to make a substantial investment in bank 
stock is not the criterion of a succesful bank director and because many men who 
make desirable directors do not care to take funds from their own business in 
order to purchasé qualifying shares at a high price, the holding company affords 
an opportunity for new directors of affiliates to secure qualifying shares. This 
is done by purchase from the corporation at the par value of the bank stock 
and giving the corporation option to repurchase at par value when the director 
ceases to be a director or when stockholders’ action is taken to in effect put the 
bank out of business as a separate institution as in the case of a merger or 
liquidation, or when the company disposes of its interest.in the bank. The 
principal event giving rise to the right to repurchase is, of course, the retirement 
of the director from the board. The shares are registered in the name of the 
director, and he has all the rights, privileges, and duties of a shareholder re 
ceiving and retaining all cash dividends paid on the shares or on any additional 
shares he may get by stock dividend or the exercise of preemptive rights on those 
shares. He is in no way restricted as to his right to vote the shares. If the 
director wishes, he may purchase the shares at book value based on capital, sur- 
plus, and undivided profits of the bank, in which event he agrees that on his 
retirement the corporation shall have the option to repurchase at the then book 
value of the shares. 

The Federal supervisory authorities and the superintendent of banks in each 
State where the corporation has affiliates were advised a number of years ago 
as to the corporation’s method of providing qualifying shares for directors of 
affiliates. To the best of my knowledge there has never been a criticism from 
them that such plans for qualification of directors failed to meet legal require- 
ments, or that the directors qualifying on an option basis did not fully meet the 
requirements for performance .as directors. If in the considered opinion of 
either the Federal or State supervisory authorities having jurisdiction in this 
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matter they have criticisms or suggestions, we would be glad to hear from them 
with specific suggestions as to changes in our procedures. 

As further evidence of the intention of the holding company to leave the 
management of their affiliates to their directors, Northwest Bancorp with only 
general information as to matters to be considered by each affiliate at its annual 
meeting, furnishes to a local citizen a proxy to vote the stock owned by the hold- 
ing company at the bank’s annual meeting without instructions so that he is 
entirely free to vote on the election of directors and other matters properly com- 
ing before the stockholders’ meeting of the affiliate in accordance with his best 
judgment and on the advice and counsel of the management of the local affiliate. 

Questions have been raised as to whether the directors of a holding company 
affiliate are as independent and as well qualified as those of locally owned banks. 
] believe an investigation will show that the type of director and the quality of 
his service in affiliated banks is equal to and in many cases superior to similar 
service in locally owned banks, which, by the way, are in a great many cases also 
controlled by an individual or a group of individuals with the directors holding 
a minority position. The directors who serve in holding company affiliates are 
representative of their communities and acquainted with its needs and look on 
their service as opportunity to provide through the holding company affiliation 
the best of banking service to their communities. 

A list of directors of affiliates of the principal holding companies includes the 
following names: 


DIRECTORS OF AFFILIATES OF BANCOHIO CORP. 


Herbert Lape, president, Julian Kokenge Co., Columbus, Ohio. srig. Gen. 
Charlton S. Dargusch, attorney, former National Assistant Director of Selective 
Service, Columbus, Ohio. Charles J. Gallant, vice president and general manager, 
North American Aviation, Inc., Columbus, Ohio. A. 
and. director, Meade Corp., Chillicothe, Ohio. Charles B. Mills, president, O. M. 
Scott & Sons Co., Marysville, Ohio. Harry W. Arnold, president, the Ohio Rapid 
Transit Co. and president of Ohio Chamber of Commerce, Newark, Ohio. 


H. Mahrt, vice president 


John 


C. Durfey, attorney, president of Ohio Bar Association, Springfield, Ohio. A. W. 


McGregor, president, Robbins & Myers, Inc., Springfield, Ohio. Peter J. Denner- 
lein, vice president, Crowell-Collier Publication Co., Springfield, Ohio. Homer 
Selby, chairman of the board, Selby Shoe Co., Portsmouth, Ohio. Rex M. Lamb, 
president, Lamb Glass Co., Mount Vernon, Ohio. Cyrus L. Fulton, treasurer, 
Anchor Hocking Glass Corp., Columbus, Ohio. 


DIRECTORS OF AFFILIATES OF BAY STATE CORP. 

Robert R. Duncan, member, executive committee, American Bankers Associa- 
tion, former president, Massachusetts Bankers Association, Boston, Mass. Helge 
Holst. treasurer. Arthur D. Little Co.. Cambridge, Mass., George E. Bates, pro- 
fessor, Harvard Business School, Cambridge, Mass. Nils Y. Wessell, president, 
Tufts College, Medford, Mass. Harvey MacArthur, president, Quincy Mutual 
Fire Insurance Co., Quincy, Mass. Norman 8S. Rabb, Stop and Shop Insurance, 
oston, Mass. Lawrence G. Brooks, presiding justice, First District Court of 
Fastern Middlesex County. James Y. Scott, president, Vannorman Machine Tool 
Co., Springfield, Mass. Roe S. Clark, president, Package Machine Co., East 
Longmeadow, Mass. Arthur L. Lewis, president, Lewis Shepard Co., Water- 
town, Mass. David P. Schultz, vice president and treasurer, Raytheon Manu- 
facturing Co., Waltham, Mass. Stanley P. Lovell, president, Lovell Chemical 
Co., Watertown, Mass. 


DIRECTORS OF AFFILIATES OF CITIZENS & SOUTHERN GROUP 


Todd G. Cole, vice president and comptroller, Delta C. & S. Airlines, Atlanta, 
Ga. Henry C. Dorsey, plant manager, Ford Motor Co., Atlanta, Ga. Guy W. 
Rutland, Jr., president, Motor Convoy, Inc., Atlanta, Ga. Fred R. Cannon, presi- 
dent, Dr. Pepper Bottling Co., Atlanta, Ga. Herbert K. Garges, director, W. T. 
Grant Co., Atlanta, Ga. James J. Nickelson, Woolworth Co., Atlanta,Ga. George 
S. Cobb, Jr., president, Coca-Cola Bottling Co., LaGrange, Ga. Lewis Price, vice 
president, Callaway Mills Co., Atlanta, Ga. B. W. Whorton, president, Dixie 
Mills, Ine., Atlanta, Ga. W. H. Hightower, Jr., vice president, Thomaston Mills, 


Atlanta, Ga. Mary C. Freeman, captain and former ranking officer in WACS, 
Atlanta, Ga. 
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DIRECTORS OF AFFILIATES OF FIRST BANK STOCK CORP. 


Daniel F. Bull, president, the Cream of Wheat Corp., Minneapolis, Minn 
John Cowles, president, Minneapolis Star & Tribune Co., Minneapolis, Minn. 
John H. MacMillan, Jr., president, Cargill, Inc., Minneapolis, Minn. G. Allan 
McNamara, president, Soo Line Railroad, Minneapolis, Minn. Philip W. Pills- 
bury, chairman of the board, Pillsbury Mills, Inc., Minneapolis, Minn. Charles 
J. Winston, Jr., president, Winton Lumber Co., Minneapolis, Minn. Roy H. 
Glover, chairman of the board, the Anaconda Co., 25 Broadway, New York, N. Y. 
John M. Budd, president, Great Northern Railway Co., St. Paul, Minn, William 
Hamm, Jr., chairman, board of directors, Theo Hamm Brewing Co., St. Paul, 
Minn. Robert S. Macfarlane, president, Northern Pacific Railway Co., St. Paul, 
Minn. William L. McKnight, chairman, board of directors, Minnesota Mining & 
Manufacturing Co., St. Paul, Minn. Harold O. Washburn, chairman, board of 
directors, American Hoist & Derrick Co., St. Paul, Minn. F. K. Weyerhaeuser, 
president, Weyerhaeuser Sales Co., St. Paul, Minn. 


DIRECTORS OF AFFILIATES OF MARINE BANCORPORATION 


Rex L. Allison, president, the Bon Marche and vice president, Allied Stores 
Corp., Seattle, Wash. R. M. Hardy, president, Sunshine Mining Co., Seattle, 
Wash. Jonn D. Leland, president, Long Bell Lumber Co., Seattle, Wash. Henry 
©. Isaacson, president, Isaacson Iron Works, Seattle, Wash. Gordon N. Scott, 
president, Pioneer Sand & Gravel Co., Seattle, Wash. Russell S. Waltz, presi- 
dent, Consolidated Dairy Products Co., Seattle, Wash. Howard H. Wright, 
president, Howard 8S. Wright & Co., Seattle, Wash. Darrah Corbet, director, 
Boeing Airplane Co., Seattle, Wash. Thomas Balmer, vice president, Great 
Northern Railway, Seattle, Wash. 


DIRECTORS OF AFFILIATES OF MARINE MIDLAND CORP. 


Edwin R. Bartlett, chairman of the board, Hooker Electrochemical Co., Buffalo, 
Paul A. Schoellkopf, jr., vice president, Niagara Share Corp., Buffalo, 
. ¥. Lucius D. Clay, chairman of the board, Continental Can Co., Inc., New 
York, N. Y. Edward L. Fuller, president, International Salt Co., New York, N. Y. 
Cedric A. Major, president, Lehigh Valley Railroad Co., New York, N. Y. Cloud 
Wampler, chairman of the board and president, Carrier Corp., New York, N. Y. 
John D. Hayes, chairman and president, Fanny Farmer Candy Shops, Inc., New 
York, N. Y. Adolph Stuber, director, Eastman Kodak Co., Rochester, N. Y. 
Frederick M. Tobin, president, Tobin Packing Co., Rochester, N. Y. Charles F. 
Johnson, Jr., president, Endicott-Johnson Corp., Endicott, N. Y. W. Homer 
Reeve, president, Easy Washing Machine Corp., Syracuse, N. Y. Elwyn L. Smith, 
president, Smith-Corona, Inc., Syracuse, N. Y. Guy J. Coffey, president, Chicago 
Pneumatic Tool Co., Utica, N. Y. Livingston W. Houston, president, Rensselaer 
Polytechnic Institute, Troy, N. Y. John A. Hill, president, Air Reduction Co., 
Inc., New York, N. Y. 


DIRECTORS OF AFFILIATES OF SHAWMUT ASSOCIATION 


Kenneth B. Osborn, chairman of the board, General. Latex & Chemical Corp., 
Boston, Mass. Thomas F. O’Donnell, president, Trimount Bituminous Products 
Co., Boston, Mass. Errol H. Locke, president and director, General Radio Co.., 
trustee, Lexington Savings Bank, Boston, Mass. John MacGregor, chairman of 
the board, MacGregor Instrument Co., Boston, Mass. Wilfred Chagnon, presi- 
dent, treasurer and director, F. A. Hubbard Co., Inc., commissioner of pharmacy, 
Commonwealth of Massachusetts, Boston, Mass. Harry G. Griffen, president, 
Warren Five Cents Savings Bank, Boston, Mass. Samuel H. Batchelder, presi- 
dent and director, Essex County Building Trust, director, Holyoke Mutual Fire 
Insurance Co., trustee, Salem Five Cents Savings Bank, Boston, Mass. Albert W. 
Rockwood, treasurer and director, Beebe Realty Corp., director, Oyster Harbors, 
Inc., vice president and director, Wonatchee Beebe Orchard, Inc., president, 
clerk and director, Wright & Potter Printing Co., Boston, Mass. Ralph H. Bon- 
nell, Ford-Mercury-Lincoln dealer, Boston, Mass. William F. Hickey, president, 
John R. Evans & Co., Inc., vice president and trustee, Hibernia Savings Bank, 
Boston, Mass. John A. Volpe, Volpe Construction Co., Commonwealth of Massa- 
chusetts Commissioner of Public Works, director, Malden Trust Co., diréctor. 
Wentworth Institute, Boston, Mass. Erskine N. White, vice president and direc- 
tor, New England Telephone & Telegraph Co., Boston, Mass. 
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DIRECTORS OF AFFILIATES OF VALLEY NATIONAL GROUP 


Frank C. Brophy, chairman of the board, Bank of Douglas, Phoenix, Ariz. 
Sam Dick, manager, Arizona Fertilizers Co., Yuma, Ariz. H. C. Dobson, live- 
stock grower and farmer, Mesa, Ariz. H. B. Embach, secretary of Arizona Wool 
Growers Association, southwest district farm loan manager for Mutual Life 
Insurance Co., Phoenix, Ariz. R. T. Jones, merchant and former governor of 
Arizona, Phoenix, Ariz. Ray Killian, farmer, secretary, Interstate Stream 
Commission, Phoenix, Ariz. Charles W. Nickle, president, Phoenix Title & 
Trust Co., Phoenix, Ariz. W. R. Montgomery, president, Bank of Douglas and 
president, Arizona Bankers Association, Phoenix, Ariz. Marshall A. Moody, 
utility executive and capitalist, Phoenix, Ariz. William A. Small, publisher, 
Tueson Daily Citizen, Tucson, Ariz. Fred Stofft, office equipment, Phoenix, 
Ariz. Glenn C. Taylor, president, First State Bank of Arizona, Phoenix, Ariz. 


DIRECTORS OF AFFILIATES OF WISCONSIN BANKSHARES 


Ralph J. Kraut, president, Giddings & Lewis Machine Tool Co., Fond du Lac, 
Wis. Clayton F. Van Pelt, president, Fred Rueping Leather Co., Fond du Lac, 
Wis. George H. Johnson, president, Gisholt Machine Co., Madison, Wis. Alfred 
W. Peterson, vice president, University of Wisconsin, Madison, Wis. Herman 
L. Wittwer, secretary, Farmers Mutual Automobile Insurance Co., Madison, 
Wis. E. J. Dempsey, attorney at law, Milwaukee, Wis. Erwin C. Uihlein, 
president, Jos. Schlitz Brewing Co., Milwaukee, Wis. Ernest Mahler, chairman 
of the board, International Cellucotton Products Co., Milwaukee, Wis. 


DIRECTORS OF AFFILIATES OF NORTHWEST BANCORPORATION 


John §S. Pillsbury, honorary chairman of the board, Pillsbury Mills, Ine., 
Minneapolis, Minn. James F. Bell, chairman, committee on finance and tech- 
nological progress, General Mills, Inc., Minneapolis, Minn. Thomas L. Daniels, 
president, Archier-Daniels-Midland Co., Minneapolis, Minn. Donald C. Dayton, 
president, the Dayton Co., Minneapolis, Minn. John B. Faegre, partner, Faegre 
& Benson, attorneys, Minneapolis, Minn. Harold W. Sweatt, chairman of the 
board, Minneapolis Honeywell Regulator Co., Minneapolis, Minn. Allen 8S. King, 
president, Northern States Power Co., Minneapolis, Minn. Stephen P. Duffy, 
president, Our Own Hardware Co., Minneapolis, Minn. Benton J. Case, president, 
Janney, Semple, Hill & Co., Minneapolis, Minn. Fred Bohen, president, Meredith 
Publishing Co., Des Moines, Iowa. E. H. Muloch, president, LaMair & Mulock, 
Ine., Des Moines, Iowa. Gardner Cowles, president, the Register & Tribune Co., 
Des Moines, Iowa. N. Bernard Gussett, president, lowa Power & Light Co., Des 
Moines, Iowa. A. F. Jacobson, president, Northwestern Bell Telephone Co., 
Omaha, Nebr. Melvin Bekins, president, Bekins Van & Storage Co., Omaha, 
Nebr. John F. Merriam, president, Northern Natural Gas Co., Omaha, Nebr. 
Alex D. Chisholm, partner, Pickands Mather & Co., Duluth, Minn. Robert 
Congdon, Mining, Duluth, Minn. Henry LaLiberte, president, Cutler-Magner 
Co., Duluth, Minn. Stuart B. Copeland, president, the Northwest Paper Co., 
Cloquet, Minn. Walter G. Seeger, chairman of the board, Seeger Refrigerator 
Co., St. Paul, Minn. Wilfrid E. Rumble, partner, Doherty, Rumble & Butler, 
attorneys, St. Paul, Minn. Henry H. Westlie, president, Westlie Motor Co., 
president, Greater North Dakota Association, Minot, N. Dak. Henry A. Jones, 
president, Provident Life Insurance Co., vice president and treasurer, Bismarck 
Building and Loan Association, Bismarck, N. Dak. Bradley C. Marks, president, 
Pioneer Mutual Life Insurance Co., Fargo, N. Dak. Guy N. Bjorge, vice presi- 
dent, Homestake Mining Co., San Francisco, Calif. A. M. Eberle, dean of agri- 
culture, South Dakota State College, Brookings, 8S. Dak. Henry T. Quinn, vice 
president & manager, John Morrell & Co., Sioux Falls, S. Dak. Walton W. 
Thorp, Thorp Auto Co., Thorp Hereford Farms, Britton, 8S. Dak. Fred Birch, 
president, S. Birch & Sons Construction Co., Great Falls, Mont. Thomas P. 
Patterson, vice president and counsel, Western Life Insurance Co., Helena, Mont. 
J. J. Mills, president, Billings Grocery Co., Billings, Mont. Fred C. Pierce, 
president, Pierce Packing Co., Billings, Mont. Wayne J. Hood, vice president 
and treasurer, the Trane Co., La Crosse, Wis. 

It is evident that these men are representative to a large extent of our most 
successful business enterprises. In addition to these names are men who are 
equally successful in the smaller business enterprises that make up their own 
communities. A perusal of the list will indicate clearly that the caliber of these 
men refutes any charge that the directors of holding company affiliates are 
“dummy directors.” 
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Another factor in the holding company operations which should ultimately 
determine the attitude of Congress toward the bank holding companies is the 
service rendered. Our affiliates are spending on an average $2% million a year 
for alterations and rebuilding of physical facilities so as to maintain the most 
modern facilities and service for customers. On the basis of this program the 
physical facilities of our present affiliates would be entirely replaced every 20 
years. The opportunity for training and the incentives for management provided 
by the holding company affiliates result in the highest quality of management 
and personnel to serve the affiliates’ customers. ‘They can, by calling on the 
phone or inquiring by letter, find someone in the group who has the know-how 
in regard to any particular banking problem presented to them. This insures 
the focal community of technical information and advice in relation to any credit 
or financial problem. 

As a result of research and exchange of information our affiliates have been 
year ufter year increasing their number of customers and their service to small 
borrowers. The record of the number and amount of consumer credit loans and 
of mortgage loans over the last 5 years is significant in this respect; 15.6 percent 
of the consolidated assets of affiliated banks are used for these purposes. There 
are half as many borrowers in consumer credit departments as there are check- 
ing account customers in our affiliated banks. The funds accumulated in savings 
departments are uced to the extent permitted by law and in accordance with 
sound banking practices to make mortgage loans. The accumulated funds of 
depositors are used to meet the needs of small borrowers in the communities 
served, Furthermore a comparison between our affiliates (other than those in 
metropolitan cities) as of December 31, 1954, shows that our affiliates loaned a 
larger percentage of their deposits in the majority of cases than their direct 
independent bank competitor. 


Northwestern Bancorporation affiliates 





Apr. 20, 1951 Apr. 20, 1953 





Apr. 20, 1952 Apr. 20, 1954 





Apr 


Installment loans | 
A mount outstanding $72, 190, 000 $76, 474, 000 $98, 044,000 | $107, 410, 000 $129, 941, 000 


Amount of loans made $103, 646, 000 | $111, 763,000 | $140, 738,000 | $142, 090, 000 $151, 257, 000 

Number outstanding 169, 806 | 176, O11 203, 750 232, 282 247, 558 

Number of loans made 178, 942 190, 748 229, 287 243, 565 247, 686 
Mortgage loans 

Amount outstanding $122, 947,000 | $130, 701,000 | $148, 454,0°O | $155, 460,000 | $170, 744, 000 


! 
| 

Number outstanding 25, 185 27, 327 28, 847 29, 309 30, 359 
| 


The directors and management of our affiliates are aware of the desirability of 
increasing the economic resources of their community and take special interest 
in all measures for the general good of their community. These include securing 
capital investment for small enterprises, obtaining desirable new business for 
their community, the furthering of the 4-H Club and other movements of that 
kind, and a general interest in agricultural research such as the development and 
use of fertilizer as well as other means which will increase the productivity of 
agriculture. 

The Comptroller of the Currency has recently testified that the two bank 
groups in the Northwest had been of great value to this area. The head of the 
FDIC recently testified that comparatively the record as to management and 
providing capital as well as from the standpoint of abuses due to self-dealing 
indicates less trouble with holding company affiliates than with independent 
banks. 

Going back to the early days of the corporation, the record of competent 
persons at that time as shown by the following quotations, indicated that the 
two major holding companies in. our territory rendered a great service and 
were an essential factor in maintaining economic stability in our territory during 
a period when 50 percent of all the independent banks suspended business, 

In 1930, Curtis L. Mosher, then Assistant Federal Reserve Agent of the 
Federal Reserve Bank of Minneapolis, published an article entitled “The Causes 
of Banking Failure in the Northwestern States.” In this article Mr. Mosher 
said : 

“The recent and rapid development of the group form of banking was un- 
doubtedly greatly accelerated by the epidemic of banking failures herein de- 
scribed, but group banking or some other development of similar character 
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would undoubtedly have resulted from the necessity of creating in the Northwest 
stronger, safer and more dependable institutions than many of the banks which 
formerly existed. * * *” 

In the course of the hearings by the Subcommittee of the Senate Banking 
and Currency Committee. upon 8S. 829 for the 80th Congress, Mr. Marriner 8. 
Eccles, then Chairman of the Board of Governors of the Federal Reserve System, 
testified as follows: 

“Senator Buck. Is there not some benefit to be derived from bank holding 
companies, if, as you believe, they are run properly? 

“Mr. Ecotes. Well, I think that the bank holding companies, many of them 
have done a constructive job. 

“Senator Buck. And banking interests? 

“Mr. Eccies. And they have adhered strictly to the banking business, and 
they have not undertaken to avoid or to evade anything. They have gotten the 
voting permit and they have in no way tried to undertake any expansion without 
approval. I would say that some of them have done a very good job, particularly 
in the Northwest, in two bank groups there.” (P. 14 of the printed record of 
the hearings. ) 

In the 1950 hearings on S. 2318 Mr. MeCabe stated (at p. 25 of the printed 
record) : 

“May I say at this point that we do not regard bank holding companies as 
being necessarily undesirable; in some instances they have been helpful in 
providing better management for banks, in assisting them financially, and in 
encouraging improved banking service. * * *” 

He said that “* * * there have been some decided advantages that have ac- 
crued to the economy from certain of the bank holding companies,” and “I 
think a high percentage of the bank holding companies operate in the public 
interest” (p. 43). And again on page 48: 

“T think in certain areas of the country where the bank holding groups have 
gone in they have provided a good banking service in areas where it was needed 
and was not formally available. I think also they have improved efficiency. 
They have attained economies in bank operations. They have rendered a type 
of serviee that I think has been beneficial. 

“T think you might also consider another factor. In the early thirties when 
some of the individual banks needed help the holding companies applied their 
reserves to the help of their individual banks. That, I think, was beneficial.” 

In his testimony before the House committee on February 28, 1955, the 
Comptroller of the Currency stated, at page 131 of the printed record: 

“From our experience in dealing with the operations of bank holding com- 
panies, and from our knowledge of the banking situation as it exists today, 
we do not find basis which would warrant recommending the adoption of a 
number of the provisions included in this bill. It has been our observation 
that bank holding companies in general have done a good job in serving the 
publie through the successful operation of their subsidiary banks. They have 
developed, and applied in their responsibilities as bank stock owners, a knowl- 
edge of banking methods, and a skill in bringing about good banking manage- 
ment, which has been noteworthy and praiseworthy. We are inclined to be- 
lieve that they have brought to banking a method of making stockholder par- 
ticipation effective in controlling and bringing about high standards of manage- 
ment. They have obtained and made available to their banks large amounts 
of capital which has contributed importantly to the safety of the banks and to 
the general banking situation. 

“We have reviewed the status of the 179 national banks controlled by or 
affiliated with bank holding companies. These banks are well rated by our 
office. They are being operated successfully, and we believe that they are 
furnishing adequate and high-grade banking service to their respective com- 
munities.” 

There also appears in the same record a letter dated February 25, 1955, to 
the chairman of the House committee wherein the Chairman of Federal Deposit 
Insurance Corporation stated (record, p. 148) : 

“It has been the experience of the Corporation through the years that bank 
holding companies are not inherently dangerous, nor do they, per se, create 
problems which require additional attention or scrutiny of the Corporation. 
On the contrary, on the whole, banks owned and directed by holding companies 
have presented fewer problems as to asset condition and management than 
have unit banks under independent management and control.” 


65330—55 23 
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Surely these statements by officials charged with the duty of pro- 
tecting the banking structure of the Nation do not justify any blanket 
indictment of bank holding companies such as is implicit in the 
provisions of H. R. 6227. 

The holding companies are a typically American development repre- 
senting the adaptation of old established banking and business princi- 
ples to the increased demands upon our unit banking system and 
are worthy of the most constructive interest on the part of Congress. 

Senator Rorerrson. We want to complete the hearings in 30 min- 
utes. We have a rather important bill coming up on the floor of the 
Senate. 

The next witness is Mr. William G. Brumder, president of Wiscon- 
sin Bankshares Corp. 

You may areeedl. 


STATEMENT OF WILLIAM G. BRUMDER, PRESIDENT OF WISCONSIN 
BANKSHARES CORP., MILWAUKEE, WIS. 


Mr. Brumper. Mr. Chairman and members of the committee, I am 
William G. Brumder, president of Wisconsin Bankshares Corp., a 
bank holding company, and president of the First Wisconsin National 
Bank of Milwaukee. Here with me is the secretary-treasurer of the 
bank. 

Wisconsin Bankshares Corp., in the last annual report, had $750 
million in deposits, $250 million in loans, 290,000 depositors, of which 
500 were bank accounts in Wisconsin, and 7,300 stockholders. 

Mr. Thomson made a very comprehensive report, most of which 
or all of which I can endorse. Therefore, I will try to limit my 
remarks to things more particularly concerning our corporation rather 
than staying on the broader aspects. 

Before I go more specifically into the legislation under considera- 
tion, I would like to point out that Wisconsin Bankshares Corp. at 
one time owned some 46 units which today have been reduced to 5 
national banks having 19 offices in all and 1 trust company. I would 
like to quote from my letter of July 1, 1955, to the members of your 
committee : 

As independent banks, most of these units would have gone under during 
the banking crisis. Their failure would have increased the pressure and runs 
on many another independent bank. In other words, the consolidation through 
the holding company gave strength to its individual units, which as independ- 
ents they would otherwise not have had. Wisconsin Bankshares offered stability 
and benefit to the entire Wisconsin banking picture. Indirectly and directly, 
it was thereby of great help to the independent banks of the State. 

I would like to make it a point that a depression may come again, 
almost surely will, and legislation passed at a time of good business 
and easy conditions should always keep in mind the fact that condi- 
tions may be different at other times. 

What is the objection today on the part of independent bank com- 
petitors to bank holding companies? Is it that the holding companies 
afford greater stability and strength to their units? If this is an 
objection, it is not a valid one and not in the public interest. 

I should like to make another specific statement in favor of bank 
holding companies. The population of our country has been growing 
larger, and credit requirements have increased. In many instances, 
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larger, and credit requirements have increased. In many instances, 
the growth of business has outstripped the growth of the local bank. 
Where this is so, additional credit must be sought elsewhere. In the 
areas where holding companies operate, this additional credit may 
be supplied through the combined resources of the individual units. 
This would permit the supplying of credit from area sources. 

Independent banks have from time to time tried to associate them- 
selves for loaning purposes. They do it to some extent. It is partly 
successful. It is even difficult to work group loaning out under a 
holding company setup, but it is facilitated. 

If group banks, or an association of individual banks, are not 
available to supply this definite need, which cannot be supplied by 
independent banks, then the borrower has no alternative but to seek 
credit from the larger money centers where he will also then keep the 
larger portion of his deposits. Without group banks, it would seem 
to me that the very trend that independent bankers are trying to 
counteract would be accentuated. 

My appearance here is prompted by fhe legislation you are now 
considering in the form of S. 880 and H. R. 6227, together with S. 2350. 
In reviewing the testimony given before this « ‘ommittee and the House 
committee, it seems to me that as usual the legislators have been 
besieged by two opposing groups, both asking for something which 
goes further than that which is justified to best serve the interests of 
the public. In this instance, it seems to be on the one hand a request 
for a complete lack of legislation where some may be necessary and on 
the other a law so restrictive that it is oppressive. In my opinion, 
the best solution lies somewhere between these two extremes, a law 
which regulates bank holding companies to protect the public interest 
and yet one that does not destroy our free competitive system. These 
holding companies should not be given special privileges, but neither 
should » they be persecuted under ‘the guise of protecting the public 
interest. 

With this thought in mind, I should like to give you my views on 
what I believe to be a fair and just solution to the problem. It will 
become apparent as I proceed that the company I represent stren- 
uously objects to H, R. 6227 and S. 880, but we also feel S. 2350 to be 
a reasonable compromise. 

To best express our position, I shall take exception to certain pro- 
visions of the first two bills and attempt to point out why these 
provisions are unjust and detrimental to the public interest as well as 
to the holding companies. These exceptions briefly are as follows: 

The definition of bank holding companies. 

2. Requirements for the acquisition of bank stock and bank assets. 

3. The divestment of nonbanking interests. 

I should like to take each of these points and discuss them briefly 
with you. 

With respect to the definition of bank holding companies, these bills 
make several notable exceptions to the definition of bank holding 
companies. The ones which seem unjustified are: 

1, Mutual savings banks. 

2. Nonprofit organizations. 

3. Companies owning only one bank. 

4. Companies owning two or more banks whose total deposits did 
not exceed $15 million on December 31, 1954. 
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The proponents of this bill have stated that one of the prime pur- 
poses of this proposed legislation is to restrict the diversion of funds 
from the banks in the group to other enterprises controlled by the 
parent. I am unable to comprehend how the above exceptions accom- 
plish that purpose. It would seem to me that any of the organiza- 
tions listed above as exceptions could just as easily divert funds from 
banks in the group as any holding company not exempted. The public 
could be just as easily hurt by their actions as by the actions of other 
holding companies. It would appear that the major reasons for the 
exceptions is an attempt to lessen the opposition to the bills where 
organizations falling under the exceptions might raise vigorous objec- 
tions to that legislation if they were not so exempt. I am unable to 
reach any other reasonable conclusion. If bank holding companies 
are to be regulated, then all such companies should be regulated and 
a few should not be granted special privileges. 

With respect to requirements for the acquisition of bank stocks and 
bank assets, certainly we cannot argue that there should not be ap- 
proval by some supervisory puthority in permitting holding companies 
to acquire additional units. However, we do take exception to the 
bills on two major points contained in this section. They are: 

1. The restrictions are to comply with the branch-banking law of 
the States involved. 

2. Affirmative legislation is required to permit the acquisition of 
additional units. 

To attempt to force bank holding companies to ride the same horse 
as branch banking is like trying to mix water and oil. They just are 
not the same. 

We operate both branches and a group. In our branch operations 
there is a centralized control and all the actions of the branches must 
meet with the pattern set up by the central control. Our group banks 
make their own loans, approved by their local loan committee, by 
their board of directors. I don’t read the minutes. The officers and 
the directors of those banks take no orders; they are never forced to 
make a loan. The only time they are checked is when something 
appears on examination to indicate that there is some criticism. Their 
independence is preserved. 

We had 46 banks, as I mentioned at the beginning, and now we 
have 20 offices. Where are all the others? The other banks were too 
expensive to operate under a group-banking system, since they could 
not be made branches—they were sold back to the local communities. 

The position is taken that you cannot expand a bank holding cor- 
poration in Wisconsin beeause the State law at present prohibits the 
expansion of branch banking. 

Wisconsin, on occasion, in its history has permitted branch bank- 
ing within limited areas. Then it has denied further expansion. This 
year, after stormy hearings, a move to permit further branch bank- 
ing was defeated. The State could obviously restrict holding com- 
panies if they so desired. But we don’t see why Congress should legis- 
late to put the holding companies on the same basis as branch bank- 
ing if the State does not choose to do that. 

As to the affirmative legislation required to permit the acquisition 
of more banks, it seems to me the bill is taking a negative approach. 
The bill really says to bank holding companies, “You now have a 
right to purchase banks. We are going to take that right away from 
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you, but will permit it to be restored if your State legislature will 
pass a bill giving back to you something you already have.” I am 
of the opinion that the Federal Government should not put itself in 
the position of forcing the States to pass legislation to give a right 
to its citizens which the State has not seen fit to curtail in the first 
place. This to me smacks of interference in that area of lawmaking 
reserved to the sovereign States and should not be permitted. 

With regard to divestment of nonbanking interests, these bills on 
their face admit to certain exceptions under this requirement. Among 
those exe i hg are companies holding or operating properties used 
wholly or in part by a subsidiary bank in its operations or acquired 
for its foun use, a safe deposit company, a group management service 
company, a liquidating company, securities or obligations taken in 
satisfaction of a debt—with a 2-year limitation- and certain other 
securities or obligations. An attempt is made to spell out the exemp- 
tions where companies are related to the banking functions and to 
include all others under the forced divestment clause without appeal. 
[t is our contention that in different locales and under different cir- 
cumstances different. kinds of affiliated companies may or may not be 
vital to the banking functions. Permit me to give you an instance 
of our own. Milwaukee at one time had no adequate title insurance 
service. Wisconsin Bankshares Corp. made this service available in 
the Title Guaranty Co., enabling home purchasers to facilitate mort- 
cage loans through our banks, other banks, insurance companies, and 
other lenders, throughout the State of Wisconsin. This company was 
nurtured and he Iped along by the holding company with management 
and reserves to solidity and strength and. thereby filled a definite void 
in the financal community. Yet under the proposed legislation we 
woule be forced to divest ourselves of this company which fulfills 
such a vital need in the community and certainly is directly connected 
with our banking functions. 

Now, that is a part of what Mr. Thomson was talking about—this 
title insurance. 

Senator Rogerrson. Would his recommendations pretty well take 
care of your situation ? 

Mr. Broumper. They would, definitely. I might point out also that 
our company is doing a national title business. They would be very 
happy to acquire our company if we had to sell it. But that again, 
the way I look at it, would be just the trend that Congress is trying 
to avoid, having further concentration. 

Senator Roperrson. The title company is closely related to your 
banking business. 

Mr. Brumper. We feel it is, yes, sir. 

This illustrates how forced divestment without appeal would work 
an injustice. Other similar problems will present themselves if these 
bills are passed in their present form. I am certain that you gentle- 
men as lawmakers have many times become well aware of the inap- 
propriateness of attempting to legislate definitely that which cannot 
be clearly and fairly defined You have your own precedent for this. 
The Federal Power Commission was given discretionary authority to 
determine areas of operation for integrated systems and which sub- 
sidiary companies are against the public interest. We feel that sets 
a pretty good precedent. Of course, the Federal Reserve would take 
the place of the Federal Power Commission under S. 2350. 
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For these reasons, we feel that it is absolutely imperative that the 
holding companies be allowed to present their cases for a decision as 
to the divestment of nonbanking assets. 

For the above-outlined reasons, it is our opinion that if bank hold- 
ing company legislation is to be enacted, that the only just treatment 
is the passing of a law containing in essence the provisions of S. 2350. 

In conclusion, Wisconsin Bankshares Corp. has done a good job. 
Our banks are well run and safe. They have employed their deposits 
conservatively and safely. The bank examiners could tell you this. 
We have built up the « capite al in our banks through a conservative divi- 
dend policy. No banks in Wisconsin give the public better protection 
or service. We have done nothing, I believe, to set isimedbet bank- 
ers against us and I have been told that by important members of the 
group. 

I think it is very important that the regulators realize there really 
are three banking systems. In other words, you have independent 
banks, branch banking, and you have multiple banking, which is a 
separate type of b: inking again. 

If you feel that you must pass further legislation, please don’t pass 
anything that will punish us just because someone feels you should 
protect the public from harm based on broad charges and general ac- 
cusations which sound fine as phrases but whic h, | to my know ledge, 
are not well supported by specific cases and facts 

Thank you for your time and consideration. I hope that I have 
made a contribution that will prove to be helpful to you. 

Senator Ronertson. The chair feels you have made a very fair 
statement about what is involved from your viewpoint. Thank you. 

The next witness is Mr. Walter H. Field, First National Bank, 
Sunnyvale, Calif. 

We will be glad to hear from you, sir. 


STATEMENT OF WALTER H. FIELD, PRESIDENT, FIRST NATIONAL 
BANK, SUNNYVALE, CALIF. 


Mr. Frevp. Mr. Chairman, I am greatly honored by this opportu- 
nity to appear before you to testify in opposition to the bank holding 
bill legislation. 

I am the president of and own the controlling interest in a small 
National Bank in California and am chairman of the board and own 
the controlling interest in another bank 3 miles from the first one. 
I own several thousand shares of stock in Transamerica Corp. and 
over 20,000 shares of stock in their competitor in California, Bank 
of America, the world’s largest bank. I also own considerable stock 
in another chain bank in California. 

My interests are such in the banking industry that I can be fair. 
The points I bring up are not motiv ated by any prejudice but in the 
belief that free competition should be allowed in the banking industry 
among the big banks as well as among the small and that such compe- 
tition will best serve the public. 

I wish to dwell first on the monopoly aspects of this matter and then 
on other pertinent factors. 
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I see no reason to believe that Transamerica aspires to monopolize 
banking in California or the West. On the other hand, if you hinder 
or prevent Transamerica from growing, then you may aid the world’s 
largest bank along the road to becoming a monopoly. 

Transamerica needs all of its resources, perhaps more in order 
effectively to compete with this big bank. Much wealth is very neces- 
sary toc ompete with any bank that alre ady possesses great wealth and 
power and is already firmly entrenched throughout California. The 
560 or so branches of the big bank reportedly concentrates its purchas- 
ing power which enables it to buy equipment, stationery and supplies 
in great quantities probably for much less than other banks in the 
State. They apparently have their own maintenance and architec- 
tural departments at some savings. They have bond departments to 
underwrite or head groups or join groups to purchase most of the 
school district and municipal bonds in the State. This seemingly 
gives them an entree to the deposits of payroll accounts of some cities 
that may otherwise divide their deposits with other banks. I have 
witnessed this where my bank does business and have been told by a 
city official there that if they took their payroll account away from 
the big bank and gave it to us or divided it with us, that they feared 

they would have no bid or no reasonable bid for the bonds they had 

to sell to provide city improvements. It takes great wealth to pur- 
chase or finance the purchase of hundreds of these municipal bond 
issues throughout the State of California. 

It also takes great wealth and bigness to provide expensive parking 
lots in some downtown areas in California as the world’s biggest bank 
is now doing. We have a parking lot for 10 or 11 cars, all that we 

can aitord, but our competitor, the big bank, has about a 58-car park- 
ing lot adjacent to its bank that is said to have cost about $100,000. 
A bank must be big to provide many of these. These lots bring much 
business and good will even though they deprive the cities of some 
parking revenues. 

The ‘big bank has branches in practically every sizable town in 
California. A reliable customer with an account in one branch can 
arrange to cash his check in any branch throughout the State. This 
service is hard to compete with and takes great wealth to provide. 
During the last year alone, to June 30, 1955, the big bank’s deposits 
have increased some $794 million. This is more than the total of all 
deposits of Transamerica’s chain of banks in California which rose, 
I believe, less than $12 million during that time. Please observe that 
the big bank is about 10 times as large as Transamerica’s chain of banks 
in California. If you look at this chart of the offices of the Bank of 
America, you will see what a tough job of competition is faced by any 
group which challenges them. 

(The chart will be found in the files of the committee. ) 

Now, gentlemen, in the light of the foregoing, what I wonder, and 
what many other people out West wonder, is how can Transamerica’s 
- unks be expected to compete with all the advantages already enjoyed 
by the world’s largest bank if Transamerica is broken up and carved 
to pieces so that it cannot concentrate its wealth and income to com- 
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pete effectively with the largest bank in the world. There are now 
many large factories in C ‘alifornia and a bank must be big to loan them 
their requirements. My banks and most other inde .pendent banks are 
too small for that. 

As one of the largest individual stockholders in both institutions I 
know of nothing that you can do to aid the world’s biggest bank more 
toward monopoly than to carve up Transamerica and deprive them 
of income from their subsidiaries while they are trying to compete with 
this big bank. As it is now Transamerica’s 60 or 70 banks in Cali- 
fornia, with resources of less than $1 billion, cannot for several years 
effectively compete with the big bank with its resources of over $9 
billion. Out my way people look upon it with skepticism that Trans- 
america should be shackled and the other banking interests go scot-free. 

It appears to me that the best interests of the people will be served 
to let these two financial institutions fight it out competitively without 
rushing to the aid of either one which could cert: ainly help ‘the other 
along the monopoly trail. 

As a stockholder in Transamerica, I would like them to retain their 
other holdings for diversification and also because they will need the 
income to aid in building and establishing and putting on a paying 
basis many banks to compete effectively with the big bank which has 
a tremendous headstart now. 

Transamerica needs all its income from all its subsidiaries now 
and in the trying years ahead if it is to build a chain banking system in 

California capable of competing effectively with the largest ‘bank in 
i world. No other bank or group of banks is likely to risk the for- 
tune necessary to do this even if they could afford it. 

To distribute Transamerica’s subsidiaries among its stockholders 
would weaken Transamerica too greatly to compete. 

I am interested in and receive income from other industries besides 
banking. Would it not be just as appropriate to preclude me indi- 
vidually from being in other business besides banking as it is to re- 
strict Transamerica and carve it up? Most industries in our country 
are financed and started by people or companies that are in other 
businesses. That’s what has helped build America and is part of our 
free enterprise system. 

I can see no real reason why this holding company should be carved 
up. As a stockholder, I wanted div ersification of risk and the 
strength from the unity of their holdings. Carve it up and that is 
gone and the stockholders are the losers. No one gains except Trans- 
america’s competitors. The public may lose also by reason of the 
weakening of the company’s ability to compete and prevent a trend 
toward monopoly. 

I firmly believe that the bank holding company bill, if passed, will 
have the opposite effect intended by Congress and that it will aid 
greatly toward the creation of a banking monopoly in California by 
the biggest bank in the world. 

Senator Rosertson. We thank you very much. 

The next witness is Mr, Lester Allen, president of the Valley 
National Bank, Alhambra, Calif. 


STATEMENT OF LESTER G. ALLEN, PRESIDENT, VALLEY NATIONAL 
BANK OF ALHAMBRA, CALIF. 


Mr. Auten. My name is Lester G. Allen. I am an independent 
banker from California. I am president and chairman of the board 
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of the Valley National Bank of Alhambra, which is in the southern 
part of California, near Pasadena. My associate and I own 10 percent 
of the voting stock of the bank and Transamerica has no interest in it. 
We have two branches in Alhambra, one in Arcadia and one in Long 
Beach. My bank is a member of the Independent Bankers Associa- 
tion of southern California. 

I have been active as an independent banker since 1947 with this 
bank. Ialso have a small mortgage company. 

In the area close to us, there are quite a number of banks with whom 
we are in direct competition. Bank of America, Security First Na- 
tional, California Bank, and the First Western Bank all compete with 
one or more of our branches. The First Western Bank is owned by 
Transamerica, 

My purpose in appearing here is to say to you gentlemen that I do 
not believe that the activities of companies like Transamerica are 
threatening the extinction of the independent banker. I have been 
ible to compete with Transamerica and other chain banking systems. 
My bank has grown in the period since 1947 from a less than $3 mil- 
lion bank to a $2814 million bank. We do not consider chain banks 
give us much competition to worry about. We do give good service 
and keep our facilities modern. Any independent banker who does 
this can, in my opinion, thrive in areas where chain banks are com- 
petitors. Many of the independent bankers in my State who com- 
plain about companies like Transamerica are not really going out and 
giving the kind of service they should. I have shown this by what 
we are doing with the Valley National Bank of Alhambra. This 
was the same experience I had from August 1948 until September 1950, 
when I was president and had 25 percent of the control of Pasadena 
First National Bank with 3 branches operating close to 3 or 4 Trans- 
america banks. During that period of time, our deposits increased 
$6 million, a larger increase percentagewise than their banks. 

I do not agree with the argument which I understand has been made 
that Transamerica uses its nonbanking companies to get an advantage 
for its banking business. It is my observation that the various units 
of Transamerica, while commonly owned, operated very inde »pendently 
of each other. IT have had dealings with their life-insurance company, 
the fire and casualty companies and Allied Buil ling Credits, Inc., the 
mortgage company. IL work with Occidental on mortgages, and they 
do not tell me where to put the fire and casualty insurance. 

I have never had a customer, to my knowledge, leave my bank be- 
cause he was forced to do so by pressure from Transamerica banks or 
nonbanks. I have sometimes been able to take customers away from 
Transamerica and they have sometimes taken customers away from 
me, but it has always been on the basis of service. I have observed 
uo unethical practices on the part of any of the Transamerica com- 
panies. I think they are doing a good job along with the independent 
banks and others in helping to build the great State of California 
and I, from my experience, see no reason to hamper them by addi- 
tional legislation. 

Senator Roperrson. We thank you. 

A number of statements and letters on the legislation before us have 
been received, which will be inserted in the record. 

(The material referred to follows :) 
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TAMPA, FLA., July 12, 1955. 
J. H. YIneLine, 
Clerk, Commitee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. Yrnoiine: As stated in my wire of July 6, previous commitments 
prevent me from appearing before your committee. I would, however, like to 
go on record as to why I am opposed to the bank holding company legislation. 

For the past 15 years I have discounted repair and modernization notes with 
the local office of Allied Building Credits, Inc. Through their services a great 
many individuals have been able to improve and enlarge their properties on terms 
which they could afford. This business was also very helpful and profitable 
to my company. 

While Allied Building Credits, Inc., is a wholly owned subsidiary of Trans- 
American Corp., never in all the 15 years was I requested to do business with 
any of their other companies. No tie-in deal was ever suggested by the repre- 
sentatives of Allied Building Credits although they do have affiliated companies 
with which I could have done business. 

I am quite concerned about what might happen to my present outlet for my 
installment paper should the proposed legislation be passed by Congress. 

I therefore wish to go on record with your committee as being opposed to the 
proposed legislation regarding bank holding companies. 

Yours very truly, 
Epwarps SasH, Door & LUMBER Co., 
B. F. Epwarps, President. 


GENERAL MORTGAGE INVESTMENTS, INC., 
Chicago, [ll., July 8, 1955. 
Hon. J. W. FULBRIGHT, 
Chairman, United States Senate Committee on Banking and Currency, 
Senate Office Building, 
Washington, D. C. 

Dear Mr. FuLBRIGHT: My reaction to H. R. 6227 and to S. 880 is that neither 
bill has any present-day need based on past abuses nor does either cure other 
than purely imaginative future ills. Both bills, as they are written, are dis- 
criminatory since they exact severe penalties on a few bank holding companies, 
while at the same time permitting others to remain untouched. I am sure 
you must be familiar with some of the principal holding companies which, 
because they own only one bank, would not suffer the penalties I have referred 
to. One of these is W. R. Grace & Co. which owns the Grace National Bank, 
New York, plus extensive interests in shipping, chemicals, and advertising. John 
L. Lewis’ United Mine Workers is another. Certain amendments in the House 
(although not yet in the Senate version) wholly or partly exempt these specitic 
companies. Iam unable to distinguish in what material way the above-named 
groups differ from Transamerica. 

I personally object to the proposed legislation because I think it seeks to 
supersede State rights and would very definitely upset the present setup of all 
of our 48 States while removing their authority to determine treatment to be 
given a holding company banking within their borders. Almost every State 
now allows such companies to provide private banking service within its 
borders. As you know, the Federal Reserve Board and other governmental 
agencies presently maintain strict supervision over many of the banks in our 
country and by reason of supervisory powers also make examinations of affili- 
ated companies such as Occidential Life Insurance Co. and other members of 
the Transamerica group. This supervision gives strength to the entire organiza- 
tion but in no way points up the necessity for additional Federal legislation. 

General Mortgage Investments, Inc., and I have personally dealt with the 
Transamerica organization approximately 20 years and with Occidental Life 
Insurance Co. of California during that time. I have known several instances 
where Transamerica ownership has yielded a power which was good for my opera- 
tions. I could recite instances where Occidental has invested funds in our 
community when it was needed. 

I appreciate very much your having taken the time to read this plea and | 
am sorry I was not given an opportunity to testify. 

Respectfully, 


S. TAVALIN. 
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STATE OF CONNECTICUT BANKING DEPARTMENT, 
Hartford, February 25, 1955. 
Re Bank holding company legislation S. 880 and H. R. 2674 
Hon. J. W. FULBRIGHT, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR FULBRIGHT: It is our understanding that hearings on H. R. 2674 
have been scheduled by the House Banking and Currency Committee for Feb- 
ruary 28. 

The National Association of Supervisors of State Banks at its annual meeting 
has for several years adopted resolutions urging the Congress to pass controlling 
legislation on the operation of holding companies. I am recording below the 
resolution adopted at the 1954 annual meeting of our association in Raleigh, N. C., 
on October 15, 1954: 

“Whereas, this association has for many years urged the Congress to adopt 
legislation adequately and effectively to supervise and control existing bank 
holding companies, to control the creation of new bank holding companies, and 
to regulate their activities : Now, therefore, be it 

“Resolved, That this association reaffirm its position and urge the Congress 
to adopt such legislation early in the session beginning in January 1955.” 

I, personally, and as Bank Commissioner, endorse the principle expressed in 
this resolution and submit this information in connection with S. 880 and H. R. 
2674, which are identical bills. 

Sincerely, 
L. K. EtMore, Commissioner. 





PROVIDENCE, R. I., February 25, 1955. 
Hon. Senator J. W. FULRBIGHT, 
Chairman, Senate Banking Committee, 
Senate Office Building, Washington, D. C. 

The National Association of Supervisors of State Banks requests and will 
appreciate your acceptance for consideration and the record the association’s 
resolution adopted at annual convention in Raleigh, October 1954. 

“Whereas, this association has for many years urged the Congress to adopt 
legislation adequately and effectively to supervise and control existing bank 
holding companies, to control the creation of new bank holding companies, 
and to regulate their activities : Now, therefore, be it 

“Resolved, That this association reaffirm its position and urge the Congress 
to adopt such legislation early in the session beginning in January 1955.” 


ALEXANDER CHMIELEWSEI, 
Chairman Legislative Committee. 





STATEMENT OF Mitts B. LANE, JR., PRESIDENT, THE CITIZENS AND SOUTHERN Na- 
TIONAL BANK; VICE PRESIDENT, THE CITIZENS & SovuTHERN Howprne Co., 
SAVANNAH, GA. 


The Citizens and Southern National Bank is a branch bank with its head 
office in Savannah and with branches in five other Georgia cities. The Citizens 
and Southern Holding Co. was organized in 1928. Its entire stock is trusteed 
for the benefit of shareholders of the Citizens and Southern National Bank. The 
holding company owns the majority stock in eight State banks in Georgia, all 
bearing the name Citizens and Southern; and a small minority interest in the 
Citizens and Southern National Bank of South Carolina, itself a branch bank 
with head office in Charleston and branches in two other South Carolina cities. 

Statewide branch banking is no longer permitted in Georgia, it having been 
frozen in 1927 after the failure of the Witham chain of banks which were mis- 
takenly thought of as branch banking. Let me recount briefly the history of our 
holding company, appraise its place in Georgia banking, and make a few general 
observations. 

In 1928 the city of Dublin, Ga., was without a bank—everyone. had failed. 
Citizens of Dublin came to my father and told him that there was neither local 
capital nor management that people had confidence in to provide a bank. A 
bank was badly needed. Would he give them one? Even before the holding com- 
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pany could be formed and a chartered bank capitalized, he opened a private bank 
in the interests of the city. 

In 1928 also, banking interests in Charleston, 8S. C., asked us to come in and 
help with a difficult situation. This we did. After the bank holiday, Spartan 
burg, S. C., was left without a single bank. Businessmen there turned to us to 
provide a branch of our Charleston bank. This we did. Two years later 
branch was established in Columbia. the State capital, as an essential to com 
plete a bank giving statewide service to business and to independent correspond- 
ent banks. 

In 1929, almost the same story was repeated in three other Georgia cities, 
Albany, Thomaston, and LaGrange. Our holding company only went where it 
was invited and where our capital and management could combine with local 
interests to protect banking. 

During the depression years it was the capital of the holding company which 
was available to bolster by stock assessments the capital of banks in Albany, 
‘Thomaston, and Charleston. Had the holding company not accepted the invi- 
tation to acquire these banks in the interests of those communities, and had it not 
had the capital and capacity to operate them, they would surely have failed as 
independent banks. 

Subsequent to 1929 it was not until after World War II that the C. & § 
Holding Co. acquired any banks as affiliates, although in five separate cases 
in Georgia cities it did assist in the chartering and organization of needed 
banks by subscribing to a part of the capital stock. In each case the holding 
company has resold its small holdings to local management and citizens. The 
holding company provided a valuable service in each case. 

In Atlanta, after the war, four banks have been acquired. In 3 cases the banks 
were under severe pressure from supervisory authority and in 1 case the 2 top 
officers were under Federal indictment. 

In each instance bad practices had to be corrected and almost drastic steps 
taken. In one case growth has required additional capital, in another only new 
capital could hold deposit insurance. 

Only one new bank has been organized with supervisory approval and that 
bank was designed as a working laboratory of banking to serve as an adjunct 
to the School of Business Administration of Emory University. Its purpose 
is to make a direct contribution to business education as a workshop of banking. 

Such is our history. Holding company banking has never been under criticism 
or attack in either Georgia or South Carolina and South Carolina is not only 
another State but lies in a different Federal Reserve district. 

My father used to say that if you were in the mercantile business you wanted 
your competitors weak, but if you were in the banking business, you had to have 
strong competition. Our holding company has provided strong unit banks with 
dominant local interests. Where we were once the only bank in 4 cities, each 
now has 2 or more banks. Because of our success, these new competitor banks 
are themselves strong and provide way-above-average bank service. 

Our holding company has been a valuable asset to our State and to banking. 
This is best attested by the fact that more independent banks in Georgia use 
us as correspondent bank than they do either of the other three major banks 
in Atlanta. 

My father founded the Georgia Bankers Association. I served as president 
exactly 50 years later. Georgia banking styles have produced a well-rounded 
harmony among banks. Banking monopoly or domination would be an absolute 
impossibility in Georgia even without controlling legislation. 

Looking at banking as a whole in this country, it’s revealing to realize that of 
over 14,000 banks, only 139 have capital and surplus above $10 million. Banking 
in numbers is essentially small business. Its greatest needs are adequacy of 
capital and competence of management. Banking now approaches the require- 
ments of a profession; not everyone can become a banker overnight as was the 
case when we had twice the number of banks. Today overchartering of new 
banks can once again pose a serious problem for all of us. 

I submit to you these conclusions: 

(a) Holding-company banking has been an American asset. 

(b) Normal growth cannot monopolize, either on a State, regional, or na- 
tional basis. 

(c) Natural forces will control future growth in the acquisition of existing 
banks. 

(d@) Supervisory authorities have already adequate control over the chartering 
of new banks. 
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(ce) The essence of all banking rests in confidence. Banking confidence hinges 
on capital, manageinent, financial service. These produce public acceptance 
and a successful business operation. Any bank, be it independent, a branch, 


or a holding-company unit, that does not of itself meet these qualifications, will 
never be a vital factor in American banking. The presence of these qualities 
in holding-company banking has served only to improve the quality of all banking. 
1 can speak with assurance for Georgia; I know of nothing to the contrary 
elsewhere. 


PauL E. Krornrie Co 
Cleveland 13, Ohio, July 12, 1955 


STATEMENT IN OPPOSITION TO S. SSO AND H.R. 622 


Hon. J. ALLEN FREAR, JR., 
Chairman, Subcommittee of Banking and Currency Committee, 
United States Senate, Washington, D. C. 

Dear Srr: My name is Roy C. Ossman, president of the Paul E. Kroehle Co., 
food brokers, located in Cleveland, Ohio. As food brokers, we are representatives 
of the Columbia River Packers Association, Inc., Astoria, Oreg., packers of fish 
products and it is that connection which causes our interest in this legislation. 

The Columbia River Packers Association, Inc., is a subsidiary of Transamerica 
Corp., a bank holding company which also has extensive nonbanking interests. 
If the proposed legislation is enacted, the Transamerica Corp. would have to 
divest itself of their interests, which could easily be detrimental to our interests 
und cause us to lose the benefits which we have worked to build over a period 
of years. 

Che Columbia River Packers Association, Inc., have been in business for more 
than 50 years but their best growth has come since their connection with Trans- 
umerica, established in 1946. Through financial stability, capable local manage- 
ment, sound manufacturing and selling policies, their Kumble Bee brand is 
established as a leader in the industry, representing top quality, supported by 
good-business policies and principles. 

During this period our business with the Columbia River Packers Association, 
Inc., has grown from a very small volume to an important part of our present 
sules and should a change occur as a result of the proposed legislation, the effect 
might well be destructive to our business and employees. 

The writer does not claim to be an authority on bank holding companies or 
their activities, but,, as a businessman, it seems to me the proposed legislation is 
unnecessary and potentially harmful. 

It is obvious that the proposed legislation originates because of some bad 
business practice and I can easily understand that there might be bad holding 
companies just as well as good, but why should we lose the benefits of the good 
companies in attempting to punish those that are had? There must be a sensible, 
fair approach to this problem. 

Certainly, our principal, the Columbia River Packers Association, Inc., and its 
relation with Transamerica, is an illustration of good practice. Over a 10-year 
period they have built the business into a strong, influential national organiza- 
tion, developing new sources of supplies, and expanding existing sources and 
products, adding stabiilty to the industry and steady, profitable employment for 
many people. 

[ have tried to picture the desirable, helpful, successful setup which includes 
the support of a holding company and which justifies its existence in our business 
world, also to call your attention to the possibility of harmful effects which are 
possible if this important support is withdrawn through legislation. 

The writer has no objection, in fact feels that it is your responsibility to 
eliminate abuses, but it is likewise your responsibility to protect sound, con- 
structive, business practices. 

Your favorable consideration of these views will be appreciated. 

Respectfully yours, 
THE Paut E. Kroenw.e Co., 
Per Roy C. OssMAn. 


Senator Rornerrson. We will stand in recess until 10 o’clock next 
Thursday. 

(Whereupon, at 12: 05 p. m., the subcommittee recessed, to reconvene 
at 10 a.m., Thursday, July 14, 1955.) 
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THURSDAY, JULY 14, 1955 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON BANKING, 
Washington, DC. 

The subcommittee met, pursuant to recess, in room 301, Senate Office 
Building, at 10: 05 a. m., Senator J. Allen Frear, Jr., acting chairman 
of the subcommittee, presiding. 

Present : Siakiees ¥ rear, Douglas, and Bennett. 

Also present: Senators Le hman and Morse and Representative 
Multer. 

Senator Frear: The subcommittee will come to order. 

The first gentleman on the stand this morning is the Honorable 
Abraham J. Multer, Congressman from New York. 

We are certainly happy to have you with us this morning, sir, and 
deem it a great honor to the subcommittee to have you come over and 
give us your views 

If you have a prepared statement, all right. We will be glad to 
submit it in its entirety for the record or how ever you may feel best 
to proceed. 


STATEMENT OF ABRAHAM J. MULTER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Mutter. Mr. Chairman and members of the committee, I appre- 
ciate the privilege of coming here this morning and hope that I may 
contribute something of value to your deliberations. 

I do not have a prepared statement but with your permission will 
submit a complete statement to be made part of the record. 

Senator Frear. Without objection, it will be made part of the 
record, sir. 

Mr. Muurer. I am presumptuous enough to come here and think 
that I can be of some help to the committee, not only because as a 
member of the Banking and Currency Committee of the House where 
I have sat through the same hearing that you are conducting. I either 
heard or read every bit of evidence submitted there. I have read, I 
believe, almost every word of evidence submitted to this committee 
thus far by officials of our Government. I have read, I believe, almost 
every word that was submitted to the Judiciary Committee of the 
House by officials of our Government on the question of merger and 
consolidation of banks. 

In addition, I bring to bear my own experience of some thirty-odd 
years of practice of the law in the city of New York, where much of 
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my work has been devoted to respresenting banks, insurance com 
panies, finance companies, and business enterprises of almost every 
nature. 

The bill before you, I believe, is of tremendous importance. I, like 
many others, have from time to time said that I am not opposed to big 
corporations or big banks just because they are big, but as a result of 
all of this testimony I think we must amend our vocabulary, or at 
least the use of it, to a certain extent and possibly borrow from the 
motion-picture industry their words of “stupendous” and “colossal” 
when we talk about bigness in the banking industry. I think we must 
differentiate between the “supendous” and the “colossal” and the 
“bio. 99 

Without spending too much time on the philosophy behind the 
necessity for this legisl: ition, I believe that everybody will agree that 
one thing that will lead to nationalization of our banks and the bank- 
ing industry would be a concentration of wealth and a concentration 
of credit power. I think that is the history of nationalization of the 
Bank of England. That is what happened there. If we review the 
history of what they did in Russia, you will recall what happened 
when the Kerensky government was driven out by the Bolsheviks 
whom we now know as the Soviets. They tried to nationalize their 
banks and insurance companies and industries. 

They very soon saw they could not just move in and take everything 
over, so they gave those enterpr ises back to private industry but con- 
centrated each industr y in the hands of a few. And after the enter- 
prises got working smoothly in the hands of the few, the government 
was then able to walk back in and nationalize. And that is the way 
they operate there and in almost every satellite country. 

[ am sure that no member either of this committee or of the Con- 
gress wants to see anything like that happen. But it can happen here 
if we do not do something to prevent the concentration of economic 
power in the hands of the few. 

Now, it is not necessary in order to support the bill that is before you 
or any one of the bills before you to determine that holding companies 
in and of themselves are bad or have done bad things, but if the 
potential for evil is there, then I think we must legislate on the 
a 

May I recall to you that in 1945 the Federal Deposit Insurance 
Corpor pB issued a unanimous report, and they said this with refer- 
ence to holding companies, and I quote: 

Holding companies not only tend to become monopolistic but increase the prob- 
lem of supervision. The ease with which assets may be transferred from one 
affiliated corporate unit to another and the possibility of the manipulation of 
the accounts of these enterprises make adequate examination of affiliated banks 


and the appraisal of their condition and capital position extremely difficult. The 
Corporation— 


meaning FDIC— 


recommends that Congress enact legislation which will prohibit the future 
creation of holding companies and which will require the liquidation of existing 
holding companies after allowing a reasonable time for orderly distribution to 
ther own stockholders of the bank stock which they now hold. The Corporation— 


meaning again FDIC— 


believes that such legislation is distinctly preferable to the enactment of further 
regulatory laws in the bank holding company field. 
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Now, there is some division of opinion in the FDIC today. That 
was a unanimous report. None of the legislation proposed now goes 
as far as that recommendation. 

The legislation now before you does not recommend the complete 
liquidation of holding companies, but it does seek to regulate them 
both as they exist today and as they may exist in the future, as they 
may attempt to expand in the future, and I think that that is im- 
portant. 

Now, one reason I believe that the Federal Reserve Board and the 
Comptroller of the Currency and the FDIC have not heretofore come 
in strongly urging regulatory legislation—and I get this from read- 
ing all of their testimony before this committee as well as before our 
committee on the House side and before the Judiciary Committee—I 
think might best be expressed in the words of Mr. Gidney, the C omp- 
troller of the Currency, when testifying before the Judiciary Commit- 
tee. He said in so many words that he was not always conscious of 
and indicated that he is not familiar with the antitrust legisl: a on 
our statute books. In his entire testimony there—and I think it is 
reflected by his testimony here and that too of Mr. Martin as Chair. 
man of the Federal Reserve Board—there has been no attempt on 
the part of any of those Government officials, either the Comptroller of 
the Currency’s Office, the FDIC, or the Federal Reserve Board, to 
examine into the extent to which holding companies evade the bank- 
ing laws. 

You will remember that there was written into the law provisions 
giving jurisdiction to the Federal Reserve Board to review those mat- 
ters and take action with reference to any possible attempts to create a 
trust or monopoly in the banking field. There has not been a single 
recommendation all through the years by the Federal Reserve Board 
to the Attorney General for prosecution in that field. There has not 
been a single attempt all through the years by the Federal Reserve 
Board to do anything or, for that matter, by the Comptroller of the 
Currency to attempt to restrain expansion of banks. Not a single 
application for permission to merge or consolidate has been disap- 
spunea by either of them. 

Now, what did I mean when I said a few moments ago that there 
has been an evasion of the banking laws? Now, if the principle that is 
written into the statute is a good one I think this must determine what 
vou will do with this legislation. There has been written into the 
State laws and into our national laws that banks should be restricted 
to banking, that they should not engage in any other business enter- 
prises, and, further, that banks should be restricted to operating 
within the geographic limits of their own States. Neither State banks 
nor national banks under those laws are permitted to engage in any 
business except the banking business, and they are restricted to acting 
within their own States. 

Now, if those principles are good, then you must enact this holding- 
company bill with restrictions that will apply the same way to bank 
holding companies. If they are bad or we do not agree with them 
any longer, then let’s change the law and let’s say b: inks can engage in 
any other enter prise and let’s say they can spre: vd out over the country 
and across State lines. But if we are going to adhere to those prin- 
ciples as they now exist in the law, then you must implement them 
by this bill. 
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The testimony as submitted shows that a bank holding company can 
go into my State or your State or any place in the union and qualify 
their dummies by buying stock for them. 

Their applications to ‘the C omptroller of the Currency show that a 
bank holding company—now let me strike out the word “bank”— 
that a holding company, because many of these holding companies do 
more than just banking business, will go into a community and using 

sll of their own funds will recruit the personnel, stockholders, and 
directors and organize a bank, and the Comptroller of the Currency, 
the Federal Reserve Board, and the Federal Deposit Insurance Cor- 
poration all have gone along with that practice. 

Now, again, if the statute is intended to mean what it says—it says 
that only individuals may be organizers of banks and only individuals 
may be directors who own enough stock to qualify them. True, it is 
a minimum; it is only a thousand dollars. But if the statute means 
what it says—that only individuals can organize banks and the indi- 
vidual directors must own qualifying shares—then I say to you that 
the Federal Reserve Board and the FDIC and the C ‘omptroller of the 
Currency have been permitting through the years evasion of that 
statute. They have told us that when a holding company comes in 
with an application to organize a bank it sets forth the fact in its 
application that “we will ‘put up all the capital and we will control 
this bank,” and they get approval and open up new banks that way. 

And, what is worse, “they open new te where branches have been 
denied to existing banks. 

Now, again, if the law is intended to mean what it says, then we 
must see that it is enforced that way and that individuals from the 
community, as intended, are the majority of the owners of the bank 
and individuals from the community are the directors who will exer- 
cise their independent judgment. 

Now, I say to you, with all due deference to the gentlemen who testi- 
fied here, that they were less than frank with you, Senator Douglas, 
and with you, Senator Lehman, when in answer to your questions 
about option stock they did not tell you the full facts. 

Now, the fact of the matter is that in most instances of holding 
companies controlling the directorate, either they have the stock 
assigned back to them by the director, the qualifying shares, or they 
take from him an agreement requiring him to sell that stock back to 
them any time they want to buy it back. Not only must he sell it back 
to them when he resigns and ceases to be a director, but his agree- 
ment requires that he sell it back to them whenever they call upon 
him to do so. 

Senator Doveias. Would you pause for just a minute? 

Mr. Muurer. Yes, sir. 

Senator Doveias. May I ask the clerk of the committee, Mr. Ying- 
ling, whether the Comptroller of the Currency has furnished the 
material on the so-called stock-option plan which I requested him to 
furnish, and which he promised to provide ? 

Mr. Yineurne. I do not believe it has come in yet. 

Senator Doveras. Mr. Chairman, may I suggest this: That the com- 
mittee immediately request, by telegram or otherwise, the ( ‘omptroller 
of the Currency to immediately transmit this material. He has now 
had 10 days in which to furnish it. 
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Senator Frear. Is there any objection ? 

Would you first like to have the clerk of the committee call and see 
what the prospects are? 

Senator Dove.as. Yes. 

Senator Frear. Then if it is not forthcoming we will follow your 
instruction. 

Senator Doveuas. Yes; that will be all right. (See p. 93.) 

Mr. Mutter. You will be told by representatives of the bank hold- 
ing companies, I am sure, as we were told in our committee, that they 
make sure that the directors are out of the community and exercise 
their independent judgment. But I am sure that you will agree with 
me that any director sitting on a board of directors of a bank or of 
any other organization who can sit there only as long as he owns some 
stock and who can sit there only so long as the owner of the stock 
does not require him to turn it over, either with or without a return, 
either with or without getting the thousand dollars, which may have 
been advanced by him or may have been advanced by the holding com- 
pany for him, the man’s job i is dependent upon the owner of the stock 
who controls his right to sit there, and whether he does it consciously 
or unconsciously he looks to his boss to find out what policies he wants 
followed. 

Senator Dovetas. Mr. Chairman, may I ask a question % 

Senator Frear. Senator Douglas. 

Senator Doueias. Congressman, these are very interesting state- 
ments that you are making. Heve you developed the facts behind these 
statements as a result of hearings 1 in the House or your own independ- 
ent investigations ? 

Mr. Murer. I think that the hearings on the House side will sub- 
stantiate to a large part what I have said, and my own experience in 
the field substantiates those facts too. 

I am sure that very few holding company representatives will dis- 
pute the fact that somehow or other, either through the option to buy 
or an out-and-out agreement they have the right to buy back the stock 
of the director. Once they buy a director’s stock, they do not have to 
wait for an annual meeting. There is a vacancy immediately. The 
clirectorship is vacant once he surrenders his stock. 

You will be told, as I have indicated, that these directors are left on 
their own, that they are free to exercise their own free judgment. 
Well, I say no man can exercise his own free judgment when he knows 
he is subject to removal by a call for his stock. 

Senator Frear. Senator Douglas, the Congressman when he started 
his testimony said that he would give to this committee a full state- 
ment, which I am sure will substantiate the remarks he made. 

Mr. Mutrer. Yes, I will indicate it with examples wherever I can, 
sir. 

Now, with that background, and having in mind the extensive hear- 
ings that have heretofore been conducted by this committee in prior 
years, I think everyone will agree that this legislation is essential, and 
I think we then must come to what form it shall take. 

Your staff has done a very fine piece of work in the preparation of 
their tabular comparison for the use of your committee, I ask permis- 
sion to have a copy of it and have it in front of me. I would like to now 
address myself briefly to a few of the differences between the bills that 
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re before you that were introduced on the Senate side and the bill as 
passed by the House. 

I start with the definition. We thought on the House side we were 
following the practice originally laid down by the Federal Reserve 
Board when we put into the definition the words which meant that a 
holding company owning a single bank would be exempted from the 
provisions of the act. We did that because under the limited juris- 
diction the Federal Reserve Board has had through the years to con- 

trol holding companies, and that was in their granting them a permit 
to vote the bank stock which they owned if they applied for it when 
they wanted to vote the stock, the Federal Reserve Board through the 
years has made a blanket exemption in favor of all holding companies 
that owned a single bank. 

Possibly we should have inquired more closely into why they did it 
and whether there was a good reason for it. Instead, we proceeded on 
the assumption that there was good reason behind it, and that is why 
we exempted in our bill, in the House bill, holding companies that own 
a single bank. 

Senator Frear. Well, Congressman, in your experience do you think 
that the bill that came from the House is quite an appropriate and a 
proper one? In other words, do you believe that single banks should 
be exempted ¢ 

Mr. Murer. I would not raise any serious objection to a single 
bank owned by a holding company, that is, the holding company which 
owns a single bank, coming within the jurisdiction or under the pro- 
visions of the laws. 

Senator Frear. Giving the Federal Reserve the authority to exempt 
it? 

Mr. Muurer. Yes. 

Senator Frear. I mean your experience has not proven anything 
but what you would go along with that ? 

Mr. Muurer. I cannot think of a single instance where it is needed. 
But, of course, what will apply to 2 banks may very well apply to 1 
bank. But where we are talking about the concentration of power, 
economic power, across State lines in the main, and going into non- 
banking businesses, I do not think it applies as much to a holding com- 
pany owning a single bank as it does to the ones that own more than 
one bank. 

But I can easily see where it can be developed, and might become 
the implement of ev ading the statute. 

As I say, if it is going to engage in business other than the banking 
business, let it divest itself of its bank interest and engage in any 
business it pleases other than banking. But if it is going to be in 
the banking business, it should be solely in the banking business and 
divest itself of other business interests. It could easily become an 
implement of evasion of the statute where a corporation does own 
other interests and also own a single bank. That probably could 
happen only where branch banking is permitted. 

Now, there have been some instances where, for instance, the Grace 
Line owns a single bank, and there are other companies of the same 
kind. A company would open a bank because nobody else would 
come into the area and open it, and they needed it for the convenience 
of their own customers in the area who could not otherwise get 





CONTROL OF BANK HOLDING COMPANIES 365 


banking facilities, or they needed it for the convenience of their own 
em P loyees. 

ow, the philosophy of that 1 am not going to argue, but I can 
see that in those instances it is good and rendering a public service. 
But | also can see that there may be instances where it will be used for 
evasion. 

Sol saree if you give the Federal Reserve Board, so far as members 
of the Federal Reserve System, or the Comptroller of the Currency, 

r the FDIC as to State banks which are insured but are not other- 
ws subject to the jurisdiction of the Federal Reserve Board the 
oe to say yes or no to the holding company that owns the single 
bank, I think we m: Ly close a possible loophole. 

* t I donot think that you do violence to the principle if you should 
exem - the holding company that owns a single bank. 

Now, the next provision is on the question of exemptions. The 
Federal Reserve Board indicated that they wanted no discretion with 
reference to this particular matter and preferred that you set forth 
precisely who should be exempt and who should not be exe mipt and 
indicated their objections to various exemptions. 

Now, in S. 2350 you have a prov sion requir ing’ cor por: ations owning 
a majority of the stock, while in the bill as passed it has less than a 
majority of the outstanding stock. As far back as 1947 the distin- 
guished ranking minority member, who was then chairman of the 
House Banking and Currency Committee, Mr. Wolcott, introduced 
a bill in which he provided that as little as 10 percent of ownership 

f bank stock should make them subject to this bill. I think what 
he had in mind was that one large holding company which crosses 
State lines, engages in both business enterprises and banking, with 
as little as 11 percent of the outstanding stock, controls the election 
of directors. And that is possible because, as we know, many stock- 
holders neither sign proxies nor attend annual meetings at which the 
directors are elected, and once a quorum is established a majority of 
the quorum elects. 

That is why I think it is important that the House bill provision 
be continued or be adopted by this body, which will permit the super- 
vising agencies to determine whether or not there is actual control 
of the bank even though there is less than a majority of the stock 
owned by the holding company. Without that kind of provision, you 
will not reach the holding companies that you want to reach under 
this bill. 

Going to item 5 as listed in the comparative analysis, you have a 
provision in 8. 23850 which does not appear in the House bill. I 
think it should oe rte omen in the House bill. That provides for 
a merger or consolidation of bank holding companies with any other 
bank holding company being prohibited without approval of the 
Board. That is the provision that is in S. 2350. It does not appear 
in either of the other two bills. Frankly, I think it was overlooked. 
No one on the House side suggested that that provision be inserted. 
I think it belongs in the bill or you will have evasion of the principle. 

I noted that the Chairman of the Federal Reserve Board indicated 
that there was no need to have a provision in this bill, and there is 
none in 8. 2350, requiring approval of the Board before acquisition of 
bank assets. I think that is as important a provision as asquisition of 
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bank stocks. As a matter of fact, the matter was pointed up very 
strongly when we enacted, when the Congress enacted, the amendment 
to the antitrust laws, so as to include acquisition of assets as well as 
stock. 

At the present time I think the House Judiciary Committee is 
ready to report a bill which will have the same restriction as to banks. 
There is now a restriction in the Clayton Act against acquiring bank 
stocks if it is going to lessen competition. We seek to amend the law 
and I trust it will pass both Houses so it will apply also to acquisition 
of assets. 

If that principle is good there, it is just as important that it be 
applied to the holding hp er amen 

Senator Doueias. Mr. Chairman, may I ask a question ? 

Senator Frear. Senator Douglas. 

Senator Dovueras. In other words, what you are saying is that you 
should apply to the bank holding companies the same principle as in 
the Celler-Kefauver Act, for industrial companies ? 

Mr. Muurer. Yes, sir. And I believe there is a similar bill on this 
side now as to acquisition of bank assets, which is similar to the Celler 
bill on the other side which is about to be reported there. 

Senator Leuman. May I ask a question even though I am not a 
member of the subcommittee ? 

Senator Frear. Surely, Senator Lehman. 

Senator Lenman. As to these large mergers that have taken place 
in New York over the last few years, how were they effected? Was 
that through a purchase of the stock or through the acquisition of the 
assets of one bank by the other ? 

Mr. Mutrer. It is my recollection, Senator, that it was done by 
mainly stock acquisition. And where informal representations were 
made that they could not do it on the national level because they in- 
volved a national bank and the Federal authorities might oppose it. 
they did it on the State level and became a State bank and got out of 
the national bank system. 

But there it was done I believe in the main by stock purchase. But 
it can be just as easily accomplished by acquisition of the bank assets. 

Since testifying before your committee, on July 15, 1955, United 
States Deputy C omptroller of the Currency Jennings, told the House 
Banking and Currency Committee that in 1954 there were voluntary 
liquidations of 58 banks after their assets were sold. I believe a large 
part of that was by State banks taking over the assets of national 
banks in order to evade the necessity of getting approval to merge 
or consolidate, 

Now I pass on to item No. 8 in the comparative analysis. There we 
have the Federal Reserve Board, and I believe the FDIC chairmen 
also, recommending that the Board shall be required to consider 
the views of the interested State and Federal agencies before approv- 
ing an acquisition of bank stock or assets by a holding company, while 
in the House bill, which is the same in large part as S. 880, before ap- 
proving the acquisition of bank stock the Board must notify the Comp- 
troller of the Currency as to national banks, and if he vetoes it that 
is the end of it. As to State banks it must notify the State banking 
authority, and if the State banking authority says “No,” the Board 
would go no further. 
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Now I think that the provision in S. 2350 giving discretion to the 
Federal Reserve Board to review and take into account what the 
Comptroller of the Currency may say or what the State superin- 
tendent of banks may say in a particular instance and merely consider 
it is a bad provision. 

You must bear in mind that what we have tried to do is keep the dual 
system a dual system. 

If a State banking authority says, “This State bank subject to our 
State laws and our State supervision should remain a State bank 
and should not become part of a holding company,” I do not think 
the Federal Reserve Board should be vested with the power to over- 
ride that. And if the Comptroller of the Currency is properly vested 
with the right to say when a new bank should be organized and when 
it may or may not have branch banks, then the Federal Reserve Board 
should not be in a position to overrule that as to holding companies. 
If these authorities have decided that a bank does not need another 
branch or there should not be another national bank in an area, the 
bank holding company device should not be availed of to get around 
that kind of a ruling, and it has been done many times. 

In many instances where the Comptroller of the Currency has ruled 
or a State banking authority has ruled there is no need for any addi- 
tional banking facility in a particular area, that decision has been 
evaded by the device of the bank holding company. If we are to 
maintain the right of a State to supervise its State institutions and 
the right of the Comptroller of the Currency to determine when and 
where new banks should be organized, then we must give them the 
same right as to bank holding companies. 

Now, it may be that it will be necessary to have very sympathetic 
administration to accomplish the legislative intent, but I think in 
writing the principles we should assume we will get sympathetic 
administration of the principles that we write into the bill. 

Senator Doveias. Congressman, it is sometimes said that one reason 
why the veto power being given to the State bank authority in the case 
of State banks and the Comptroller of the Currency in the case of 
national banks is preferable to ultimate discretion and decision on 
the part of the Federal Reserve Board is that the Federal Reserve 
Board is not as solicitous about small banks as the local banking 
authorities would be at least in the case of State banks. What do you 
think of that contention ? 

Mr. Mutter. I think there is much substance to the charge, Senator, 
that the smaller banks do not get the same consideration as the big 
banks. 

Senator Dovetas. From the Federal Reserve ? 

Mr. Muurer. Yes. I am of the opinion that the Federal Reserve 
Board entirely overlooked their duties as imposed upon them by the 
Clayton Act through the years until the clamor arose against bank 
mergers and bank consolidations as they are happening in the present 
era. I think they entirely overlooked the fact that they had the right 
to say “There shall be no merger or no consolidation because of the 
provisions of the Clayton Act.” Their entire tendency as indicated 
by their constant approvals, their failure to stand up and say, “No, 
this merger shan’t go through, and that consolidation shan’t go 


through,” indicates a sympathy for the colossus, for the stupendous, 
in the banking industry. 
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Senator Dove as. In justice to Mr. EKecles, however, should it not 
he said when he was Chairman of the Board of Governors of the 
Federal Reserve he called attention to the d: anger of bank companies 
and did his best to check at least some of the difficulties in that field ? 

Mr. Murer. Yes; you are quite right that he did, sir. I think his 
was the lone voice in the Federal Reserve Board on the subject. 

Senator Doveias. And in recent years the ardor of the Federal 
Reserve Board has diminished on this subject ? 

Mr. Murer. I think you are quite right, Senator. 

I have not taken the time to indicate the tremendous concentration 
of banking in the various cities as a result of these mergers and con- 
solidations, because I am sure your record is already full of it and will 
be filled even more before your hearings close. But there cannot be 
any doubt that there is an overconcentration of banking within large 
units in the various metropolitan communities. 

I think back in 1900 four banks controlled 20 percent of the deposits 
and assets in the city of New York, and today 4 banks in New York 
City control more than 60 percent. 

Senator Doueias. Excluding mutuals? 

Mr. Muvrer. Yes, excluding mutuals. You have the same thing 
in Philadelphia. You have the same thing in Washington, D. C. 
Through the holding company device you have the same thing 
throughout the entire country, and I do not think it is ood for the 
economy of the country. 

Senator Doveras. May I interrupt for a few minutes? 

Senator Frear. Yes. 

Senator Dove as. Congressman Multer, may I ask you another 
question ¢ 

Mr. Murer. Yes. 

Senator Doucias, It is sometimes said that the holding company 
device is only a fraction of the problem of concentration of economic 
power in banking. That in addition you have the problem of branches, 
you have the problem of mergers, you have this curious problem of 

trusteeship which affects one State, personal trusteeship, and there- 
fore we should spend our time on these other problems rather than 
take up bank holding companies. What do you say to that, Con- 
gressman ¢ 

Mr. Muurer. I say all of the problems are part of an overall prob- 
lem. They all require our attention. I think we should give them 
as much attention as possible, but we should not say, “Let’s push 
this bill aside now and take up a bill dealing with some other segment 
of our economy.” 

Let’s take one at a time and do the best we can with each of them 
as we go along and eventually try to correct the entire situation as 
it affects the overall economy. 

With reference to that specific matter, I think it is important to 
emphasize that with the strengthening of the antitrust laws so far as 
banks, bank stocks and bank acquisitions are concerned, and if our 
Federal agencies will now be alerted to their duty to step in and make 
sure that there are no violations of the antitrust law—and the whole 
history of it up to date shows that there has been no attempt to look 
at this situation up to the present moment so far as banks are con- 
cerned with any view as to whether or not they will be monopolistic 
or in violation of the antitrust laws—the minute we strengthen those 
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laws and the minute our enforcement agencies begin to look into this 
situation of bank-stock acquisition and bank-asset acquisition and 
begin to bring to bear the full force of the antitrust laws, then bank 
holding companies must become the device to evade the law unless 
we enact a bill such as this. They can accomplish the identical thing 
through the bank holding company that you are seeking to prevent by 
regulating bank acquisitions and bank-stock acquisition. 

Senator Frear. Senator Bennett. 

Senator Bennerr. I have been puzzled by a statement you made, 
Mr. Multer, a little while ago, and I would like to have you clear 
it up. 

As I understand it, you testified that if the State banking author- 
ities decided that a particular area could not support another State 
bank and if the Comptroller of the Currency decided that the same 
area could not support a national bank, the bank holding company 
device could be used, presumably, to get another bank into the area. I 
would like to know how that can be worked. 

Mr. Muwrer. It can be worked only with the cooperation of the 
Comptroller of the Currency or the State authority. 

Senator Bexnerr. Well, that clears it up. It is impossible for the 
device by itself to put a bank in there. That seems to me obvious. 

So it is your point then that the bank holding c ompany has sufficient 
improper power that it can exert influence on the Comptroller or 
on the State banking authority to persuade them to put a bank holding 
bank in where they ‘would not put a privately operated bank in? 

Mr. Munrer. Let’s not say “improper” but say “they have enough 
influence.” And let me make this clear: if both the Comptroller 
of the Currency and the State banking authority were in agreement 
that there should be neither a State bank nor a national bank in the 
area, I do not think the holding company could get in with a new 
bank. But if the State banking authority says there is no need for 
another banking facility here and by that they do not mean another 
national bank or another State bank but they mean there is no need 
for an additional banking facility either national or State they still 
have no right to tell the Comptroller of the Currency what to do and 
they can only recommend to him what to do. The State will turn 
the application down, as has happened in New York State many times. 
‘The banking authority, the banking superintendent, has gone in and 
made a complete study and he said, “There is no need for an additional 
banking facility in this area.” Then the same people came down to 
the ¢ ‘omptroller of the Currency and got a new national bank charter 
or another exising national bank in the area got a new branch bank 
from the C omptroller of the Currency. 

Sometimes it has happened just the other way. The Comptroller 
of the Currency has said, “You do not need another bank there, 
national or State.” But he has no right to tell the State authority 
what. to do. 

Senator Bennett. Is not that situation inherent in our dual banking 
system ? 

Mr. Muurer. Yes, and I say keep that inherent situation in the bank 
holding company by continuing to give the State authority the right 
to say whether a bank holding company which is a State corporation 
may.come in. There are no national holding corporations. None of 
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them are chartered by the Federal Reserve Board or the Comptroller 
of the Currency or by any Federal statute. They are creatures of the 
State. And if a State says, as it has a right to say, “We want no hold- 
ing company in here,” or “We want our holding companies regulated in 
accordance with the same way we regulate our banks,” then we should 
let the State do that as to the State institutions. 

Senator Bennett. I do not think this bill changes that; does it ¢ 

Mr. Muurer. 8. 2350 says that the Federal Reserve Board will 
review the matter, having in mind the recommendations of the State 
authority, but it gives the Federal Reserve Board the right to over- 
rule the State banking authority if the Board so desires, and I say 
that is wrong. 

Senator Bennetr. Well, I have got to get straightened out on that 
one step deeper. If the State author ity says no bank, no State bank, 
should go in this area and the ¢ ‘omptroller agrees with him and says 
that no national bank should go in this area, then the Federal Reserve 
has no power to overrule either of those or both of those and put a 
bank in there just because it is owned by a holding company; does it ? 

Mr. Murer. No; the Federal Reserve cannot put a bank anywhere, 

Senator Bennerr. That is the point I wanted to make, and I think 
your testimony left the inference—at least it did with me—that there 
was a device that the holding company had by which it could over- 
rule both the State and the ¢ ‘omptroller and get a bank in an area 
when these people said no bank should go in. 

Mr. Mvtrer. No; I am sorry if I created that impression. I am 
very happy you called my attention to it, because I did not want to 
create that impression. 

But I do want to make clear that the holding company device can 
be used to evade a State bank authority’s veto of a new bank there 
as to the State bank. It can be used to evade on the State level, with 
State cooperation of course, the national bank veto. 

Senator Bennerr. In other words, it can only operate through co- 
operation with the agency that does not refuse ? 

Mr. Murer. That is right. 

Senator Bennerr. All right. 

Mr. Munrer. And I say that when the agency refuses a bank holding 
company the right to acquire an additional bank in its State, the 
Federal Reserve Board should not be able to say, “You, Mr. Holding 
Company, a New York State corporation, go in nevertheless and ac- 
quire a State bank in New York.” 

Senator Bennerr. That is a different problem. 

Mr. Mvuurer. Yes. 

Senator Bennerr. That is a completely different problem. 

Mr. Muurer. Yes. 

Senator Bennerr. We must not get them mixed up. 

Mr. Murer. No, we should not. 

Senator Bennerr. All right. 

Mr. Murer. I think if I have indicated now precisely why H. R. 
6227 is better than = 2350 in that respect, I have made my point. 

In other words, S. 2350 gives the Federal Reserve Board the dis- 
cretion to do what it he uses with bank holding company acquisitions. 

Senator Doveias. That is, existing banks. 

Mr. Mvurer. Of existing banks, yes. And we will have to 
strengthen the law—it is not in this bill—so as to prohibit or at least 
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we can say in our report that we mean the National Banking Act 
means exactly what it says and holding companies cannot organize 
ew national banks as they are now permitted to do by what I call 
administrative misinterpretation of the law. 

Now, you can write into this provision that a bank holding com- 
pany shall be prohibited from organizing new banks. I think you 
could. It is not there now. 

Senator Dovetas. New national banks ¢ 

Mr. Mutter. Yes. 

Now going on to item 11 in the comparative analysis, 5. 2350 pro- 
vides for an exemption of companies which manage or control banks. 
If that language remains in any bill that is passed, you defeat the en- 
tire purpose of the bill. It is not in H. R. 6227 or S. 880, and I do 
not think it should be in either bill as finally passed. 

Senator Dovetas. Would you develop that point, Congressman ¢ 

Mr. Mutter. Yes, sir. The language in S. 2350 will permit a com- 
pany to manage or control a bank. Now, it is my understanding of 
the very principle and very purpose of this legislation that it will 
be to stop just that kind of activity. If the holding company without 
owning the stock is going to actually operate and manage the bank, 
you do not get the kind of personal management that the banking 
laws are intended to require of banks. The stockholders should elect 
directors responsible to them, and those directors should be men who 
will exercise their independent judgment in accordance with the 
statute and the regulations of the various regulatory bodies and their 
best judgment, in order to do a good banking job. If you are going 
to have some holding company, whether it owns the stock or not or 


is just hired to manage the bank, you are supplanting the discretion 
and the judgment of the individual directors by some other authority 
that is not responsive to the stockholders. 

if our theory is that bank directors should run the bank and be 
responsible for the exercise of their own discretion and judgment, then 
you cannot countenance any other company being called in to manage 
or apne the bank. 


Oh, yes, when it gets into difficulty and FDIC must come in to super- 
vise and try to bring it back to a solvent position or prevent it going 
into insolvency, you have a different situation, but there it is a Gov- 
ernment agency coming in and saying what should be done. It is not 
some private company. 

Senator Bennerr. Then that is a weakness of H. R. 6227 because it 
provides for the same thing. 

Mr. Mutrer. You are quite right, sir. It isa weakness in both bills. 
There should be no outside company permitted to manage or control 
the bank. The directors of each bank should be charged with and 
fulfill their responsibility of directors using their own judgment and 
not look to some outside company as to what they should do, how they 
should do it, or when and where they should do it, and I suggest its 
elimination from any bill that is enacted. 

Senator Lenman. May I ask a question ? 

Senator Frear. Senator Lehman. 

Senator Lenman. I wanted some education on this point. The 
provision is made that a holding company can operate a bank if it has 
even a minority ownership of the bank. 

Mr. Murer. Yes, sir. 
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Senator Leuman. The amount of stock varies. Twenty-five per- 
cent L believe you mentioned, and even as low as ten percent. 

Mr. Murer. Eleven percent in one instance, sir. 

Senator Leuman. In either case a majority of the stock is not 
necessarily held in certain cases by the holding company. 

Mr. Muurer. That is correct. 

Senator Leaman. How can the bona fide owners of the stock in a 
majority amount assert themselves ? 

Mr. Murer. Only by attending the annual meeting or sending a 
representative there as their proxy to represent them. But you see 
the difficulty is that much of this stock is held in small sums, in small 
quantities, by diversified interests. Much stock is held in pension 
funds and by foundations. The practice seems to be among the 
pension funds, the trustees of pension funds, and the trustees of 
foundations not to get involved in management. 

They will buy the stock for investment because of its potentiality of 
continued good return, the potentiality of capital increment, and they 
do not want to get mixed up in the management. By and large, you 
will find they do not execute proxies and do not send a representative 
to vote their shares. 

That is one reason why you get in large corporations and in large 
banks a small minority actually in control of the institution. These 
trustees will step in occasionally when their attention is specifically 
called to the fact that there is something very bad about the manage- 
ment. Then they reluctantly sometimes will get into the picture 
and authorize somebody to vote their proxy. 

Senator Lenman. Do you know whether the proxies are sent out 
to the stockholders of the bank by the holding company or by the 
alleged manzgement of the bank? 

Mr. Mutrer. The holding company would not have to send out 
any requests for proxies except in those instances where they con- 
trolled a minority of the stock of the bank. In most instances you will 
tind the holding company owns a large portion or percentage over and 
above a bare majority of the bank stock. It will only be necessary in 
those instances where they own less than a majority that they solicit 
proxies. 

Now, I believe that you raised the question of proxy solicitation dur- 
ing the course of this hearing, and I think the regulations with refer- 
ence to solicitation of bank proxies, proxies for bank stock, require 
strengthening. I do not think that is the subject of this bill, but I 
think attention must be given to that and possibly——— 

Senator Leuman. I was not referring to those cases in which the 
company holds a majority or more than a majority of the stock. I am 
referring to those cases in which the bank holding company holds 
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25 percent, 15 percent. What I am getting at is this: Let’s assume 
a bank holding company owns 25 percent, leaving 75 percent in other 
hands. What recourse have the 75 percent of the owners of the stock 
to take a bank out from under the holding company ¢ 

Mr. Mouvrer. Only to attend an annual meeting and make their 
voices heard and offer an appropriate operational procedure to the 
stockholders and ask for action on it. 

Now, in some instances it might require their getting control of the 
board of directors first. In others it may be possible for them to take 
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action directly at a stockholders’ meeting. But that would depend 
upon the bylaws and the State statutes in each particular instance. 

I do not see that there is any way of their doing it effectively, except 
that they actually attend the stockholders’ meeting and assert their 
rights at an annual meeting when it comes to the election of the diree- 
tors and then follow through with the election of directors who 
would respond to their will. 

Senator Leuman. Thank you. 

Mr. Mutrer. I have taken much more time than I know this com- 
mittee has to devote to me. You have many other witnesses you want 
to hear. I will try to hurry along and finish up on this analysis of the 
bills. 

S. 2350 has no provision against so-called self-dealing. 

Senator Bennerr. Will you identify the number you are talking 
about ? 

Mr. Mutrer. Yes. Under item No. 15. That is the provision 
against self-dealing—that is, a holding company borrowing from the 
bank it controls or the bank lending to the holding company. 

I believe that a provision of that kind is important and should be 
contained in any legislation that is passed. 

The matter of judicial review in item 16 I think is extremely im- 
portant. I believe that it works both ways. There may be a holding 
company that seeks the right to go in and acquire a bank and the 
supervising agency says no. They certainly should have the right 
to go in and urge that the supervising agency, whether it be the Board 
or the Comptroller or the State supervising authority, has erred and 
made a mistake and they should have that right of review. 

On the other hand, where they have granted the right to a holding 
company to go in and acquire a bank, I think if a stockholder of the 
bank has come in before the granting of the application and has sub- 
mitted good and substantial objections to the acquisition and the 
supervising authority nevertheless overrules that objection, that stock- 
holder has a vital interest m the matter and should have the right to 
have the matter reviewed just as much as the holding company should 
have a right to review an adverse decision. 

I disagree with Chairman Martin of the Federal Reserve Board 
when he says that this provision will let “everybody and his brother” 
come in and review the matter. The act does not permit “everybody 
and his brother” to come in and butt into it. The man who comes in 
and objects will have to have some substantial interest in the matter. 
If I am not a stockholder in either the holding company or in the 
bank, I have no right to be heard. But if I am a stockholder, I have 
a right to be heard. If I come in with a substantial objection that 
has been capriciously or arbitrarily shunted aside, I should have a 
right to have it reviewed. 

The same way if the bank holding company making the application 
has been denied the right to acquire the bank and there is good reason 
why it should and the action in denying the application has been arbi- 
trary or capricious, there should be review. 

Therefore, I say that the H. R. 6227 and S. 880 provisions in that 
regard should be incorporated in any bill that is finally passed. 
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Now, then, passing on to item No. 19, technical amendments to ex- 
isting law. The provisions of existing law as to voting permits I 
believe will become obsolete and unnecessary if we have this legisla- 
tion enacted. We do not have a similar provision in §. 2350. If you 
have this complete regulation of the holding company activity, then 
I do not think you need burden the F ederal Reserve Board with the 
right or the duty of passing on whether or not a holding company 
should vote the :tock of the bank it holds. 

Now, on item No. 20, which is the last item in the matter of reports, 
S. 2350 requires a report sometime before 5 years after the enactment 
of the law. H. R. 6227 has a provision requiring such a report within 
1 year and requires the report to state practically the same matters 
as S. 2350 does. I think because of the newness of this approach, not 
in our review of the situation but of the legislation, we ought to sit on 
it rather closely and watch it carefully, and I think that the 1- year 
report provision is much better than waiting for 5 years. 

I am sorry I have taken so much time, gentlemen. I appreciate the 
opportunity of being heard. If I can be of any further assistance to 
the committee, I will be very happy to respond. 

Senator Frear. Thank you, Congressman. We are very happy 
that you came over and gave us your views, and I am sure the sub- 
committee and the full committee will be interested in your testimony. 

Mr. Muvrer. Thank you. 

Senator Doveias. May I express my appreciation to you, Congress- 
man Multer, for your able testimony. 

Mr. Mvctrer. Thank you, sir. 

Senator Frrear. Congressman, the testimony should be corrected 
and any additional testimony that you would like to present should 
be in by 4 p.m. tomorrow. The subcommittee will meet next Tuesday, 
and in order to have this printed the deadline has been established at 4 
p.m. Can you do that? 

Mr. Muurer. I will do my best. I may have to shorten my state- 
ment very much. I will try not to add too much to what T have 
already said, but my corrected testimony surely will be back by that 
time. 

Senator Frear. Thank you. 

Mr. Mcurer. Thank you very much. 

In view of the pressure of time, I will merely correct my testimony 
and will be compelled to forego the opportunity of submitting a com- 
plete statement for the record. 

Senator Frear. Mr. Frank N. Belgrano, Jr., president and chair- 
man of the board of Transamerica. 

We are happy to have you here this morning, sir, and we will be 
interested in your testimony. 

You have a prepared statement, as I notice. This can be taken into 
consideration by reading it into the record or it can be made a part 
of the record completely and highlighted, as you think best. You 
may proceed in the manner which you think would give to this com- 
mittee the ideas that you would like to present. 

Mr. Bexerano. Thank you. T would like very much, Senator, to 
read the very short statement uninterrupted and then subject myself 
to any questions that the committee might have. 

Senator Frear. Fair enough. You may proceed. 
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STATEMENT OF FRANK N. BELGRANO, JR., CHAIRMAN OF THE 
BOARD AND PRESIDENT, TRANSAMERICA CORP. 


Mr. Bexterano. My name is Frank N. Belgrano, Jr. I am chair- 
man of the board and president of Transamerica Corp. 

The bank holding company legislation which is before your com- 
mittee is unnecessary, grossly unfair, and discriminatory. I am here 
tooppose it. The legislation will break up Transamerica and seriously 
penalize our thousands of stockholders. In the West, where Trans- 
america has its banking business, the legislation will weaken the 
important banks in which we now own an interest. It will lessen 
competition and necessarily hinder the growth and development of 
the area. 

This legislation seems to find much of its support among people who 
are satisfied to rely on catch words and phrases instead of reasoning. 
The legislation before you would strip my company of millions of 
dollars of investments lawfully acquired and would prevent even the 
most normal and natural growth of our legitimate business interests. 
Yet you do not have before you the facts which justify such an ex- 
treme, drastic, death-sentence approach to the problem. It is not 
enough to proceed on the assumption that if a company is big, it is 
bad, that all holding companies are evil, or that all successful corpora- 
tions must somehow be monopolistic. 

The report of the House committee on H. R. 6227 is devoted to a 
parade of imaginary horribles. It pilessurmise upon surmise. It asks 
that you legislate on the basis of suspicion rather than fact. I have 
participated in these hearings in recent years and have followed them 
closely. The record contains no factual justification for this extra- 
ordinary severe legislation. 

In view of the committee’s desire to have the statements of witnesses 
short and to the point, I do not propose to go over in detail ground I 
have covered in prior statements. (Hearings on H. R. 2674 before 
House Committee on Banking and Currency, 84th Cong., 1st sess., p. 
271 et seq., and hearings on S. 76 and S. 1118 before Senate Committee 
on Banking and Currency, 83d Cong., 2d sess., p. 674 et seq.) 

I desire to emphasize, however, that the bills are unnecessary and 
obviously punitive. Transamerica is already thoroughly regulated. 
We are covered completely by the provisions of the Banking Act of 
1933. All of our activities, both banking and nonbanking, are exam- 
ined by the Federal Reserve Board. Every aspect of our affairs is 
known to them. Our stock is listed and we come under SEC regula- 
tions. We are subject to both the Sherman Antitrust law and the 
Clayton Act. The courts have recently declared that we are not in 
violation of the Clayton Act. 

Our State banks and all of our insurance activities are also regu- 
lated by each of the States where they do business. In spite of all this 
talk about holding companies evading branch banking laws, it is a 
fact that in every State where we own banks branch banking is affirm- 
atively permitted and encouraged by State statutes. 

We are confronted by vigorous competition, both in our banking and 
nonbanking businesses. In California, we have only 5 percent of the 
deposits. There is a bank substantially bigger than we are in Arizona, 
three larger than we are in the State of Washington, another bank 
almost as large as ours is in intense competition with us in Oregon. 
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In Nevada, we have a substantial percentage of the business. This 
was brought about primarily by the unusual circumstances under 
which we entered that State, at the request of the Governor at the 
time of the great depression. You will hear more about this from 
other witnesses. Asa matter of fact, I understand the committee has 
already received a communication on this from the present Governor, 
Governor Russell of Nevada, who has asked that message be put in the 
record. (See p. 380.) In addition, we confront competition from 
much larger banking and insurance institutions in the East with 
whom we battle steadily in order to keep the West free from the domi- 
nation of the eastern money markets. 

On top of this, we are doing a good job. The regulatory officials 
admit this. Our banks are efficient, rendering good service, and they 
are safe and sound. Transamerica does not borrow from its banks 
and its banks do not lend to its nonbanking interests. Each Trans- 
america company stands on its own feet to do the job it is best qualified 
to do without any special help from the other units. This is good 
business and this 1s the way we operate. 

We have developed new services which have been unique. We have 
a higher percentage of loans to deposits than most banks. We empha- 
size small business and the “little fellow.” While there are many 
other places they could go, and freely go, old customers are staying 
with us and like us and new ones come in daily. In June, last month, 
over 32,000 new doposit accounts were opened in our banks. 

These are facts which cannot be challenged. Yet you are talking 
about breaking us up, subjecting us to discriminatory legislation and 
penalizing us for doing a good job. 

It seems to us, with all deference, that it is high time someone took 
a good hard look at the facts. For example, one of the most serious 
features of this legislation is the divestiture provisions. Adequate 
thought has not been given to this aspect of the legislation. Divesti- 
ture is a serious step taken by Congress only in very rare cases and then 
only after the most careful study. You do not take lawfully acquired 
property away from people except in plain cases of wrongdoing which 
can only be dealt with by harsh measures of this character. Our whole 
American tradition requires that before you take this step, you proceed 
from a sound basis of study and fact. 

This has not been done in considering the bank holding company 
problem. The bill which came from the House and the loose state- 
ments made in the House report demonstrate the superficial nature 
of the inquiry to date. It is against this that we vigorously protest. 

In all of these hearings, there has not been a single witness who has 
appeared and testified to any facts which show that Transamerica 
has misused its ownership of nonbanking activities. Indeed, there 
has never even been a single complaint from anyone on this score. 
Such testimony as you have is all on the other side. 

On what basis can you gentlemen conscientiously approve legislation 
calling for divestiture of Occidental, our life-insurance company, to 
take but one example. It is a sound, progressive company, the prin- 
cipal life-insurance company in the west with insurance in force rank- 
ing it twelfth in the Nation. We estimate that 1 out of every 15 
Americans is protected by an Occidental policy. It has grown because 
we have developed new kinds of policies which are attractive in the 
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(ield of group underwriting and term insurance. It has grown because 
t has adopted a lending policy which has promoted many types of 
small business activities and housing developments. It has grown 
because there is a need for its services. The stockholders of Trans- 
america get a substantial portion of their dividend from it. In many 
respects its management requires skills comparable to the manage- 
ment of a bank, especially the investment aspects. It is, of course, 
thoroughly regulated and examined by each of the States where it does 
business. There has been no showing that a single independent banker 
invwhere has in any way suffered because Transamerica owns this im- 
portant company. There has been no ponerna that any aspect of 

iw banking business has grown, diminished, or been atiected by our 
ewnership of this company and yet you aes under consideration 
legislation which takes this and our other nonbanking companies 
away from our shareholders. 

We have 120,000 of these shareholders. None of them own as much 
as one-half of 1 percent of the stock. Naturally I speak for these 
stockholders because | work for them. I am sure you are interested 
n their welfare also because they are resident in every 
States. Why should they be penalized in this way? 
and proper investments. 


one of your 
T hese are vood 
They constitute a means of spreading our 
shareholders’ risk joss as any prudent individual will do in diversify- 
ng his own holdings. In fact, such diversification is recognized as a 
key factor in the growth and stability of our economy and is widely 
practiced. When we recently sold approximately $54 million of our 
stock to people throughout the United States through some 276 firms, 
we found that the thousands of purchasers considered Transamerica 
an excellent vehicle for spreading this risk in the investment of their 
savings. 

To support wholesale divestment, the suggestion is made—contrary 
to fact—that we have combined investment in banking and nonbank- 
ing activities for an ulterior purpose. It is intimated that we use our 
banks to favor our nonbanking business by forcing customers of our 
bank to buy their seafood, their metals, or their insurance from our 
one companies and that our other companies require their customers 

o do business with our banks. 

This is not true. There is no evidence of this because it does not 
occur. I know this as a fact both as president of Transamerica, as a 
former president of one of its largest banks and because of my inti- 
mate contact with its insurance companies over the years. It would 
be a shocking thing if the Congress adopted legislation merely in the 
face of this unfounded suspicion. 

If we had engaged in this practice, there would be ample evidence 
of it. Wehave not. Our reasons for not doing so are obvious, if you 
stop to think about it. It would be disastrous to our business. You 
cannot build banks and insurance companies except by sound service. 
If you try to force people with economic pressure, they leave you and 
they go someplace else, as they are perfectly free todo. You all know 
that you just have to sign your name to a piece of paper to withdraw 
your account. from a bank, Our competitors are eager and waiting. 
The entire idea is particularly ridiculous when you recognize that a 
very substantial amount of our nonbanking business is conducted in 
States where we do not have any banks. 
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Examination of the House bill demonstrates the superficial nature 
of the divestiture inquiry. By special exemptions having no economi: 
basis, it eliminates a large number of bank holding companies who are 
in no different situation than we are. Moreover, the Federal agencies 
told the House that the 157 companies that own only one bank and 
have nonbanking interests should in the public interest. be treated just 
like other bank holding companies. All of these companies con 
trolling one bank, however, are flatly exempted by the House bill and 
permitted to hold banking and nonbanking businesses. 

And what is the situation here now in the Senate? You have the 
Robertson bill before this committee. This covers one-bank com- 
panies but there has not yet even been a disclosure of the names of the 
companies affected, the nature of their nonbanking assets, their size. 
and importance in their communities. If you report this bill out, you 
won’t even know what you are divesting. Not a one of these one-bank 
companies, whose property would be taken away, has yet been heard 
in these hearings. 

In the fact of this, can you say that these divestiture provisions are 
the subject of careful study and mature thought by the Congress? | 
do not think so. May I respectfully suggest that it is important that 
you know who is affected and what your legislation is going to do to 
the economy of the various areas before you proceed. Take the Far 
West as oneexample. These divestiture provisions would weaken our 
economy, would take away important sources of capital for our banks, 
and, coupled with other provisions of the bill, would so hamper and 
restrict us that we would be easy prey for the larger banks and in- 
surance companies of the East that are not touched by this legislation. 

Under the House bill, we no longer could use some of our dividends 
from our various subsidiaries to increase the capital of our banks. 
The bill places limitations upon our right to put additional capital 
into 5 of the 6 banks we own. Everyone knows that without readily 
available sources of capital our banks cannot keep pace with the 
growth of the West. If we choose to get rid of our banks instead of 
our insurance companies, we are breaking faith with thousands of 
customers who have been attracted to our banks because of their con- 
fidence in our ownership and our methods of operation. 

There is a provision in the Robertson bill that says we may retain 
businesses closely related to banking. These have never been defined. 
You would be turning all of that over to the Federal Reserve Board 
without giving them any guide as to how they should carry out their 
responsibilities. I say to you that such difficult and complicated mat- 
ters require legislative study and guidance, as the Federal Reserve 
lsoard itself would be the first to admit. 

Many of the independent bankers who are primarily promoting this 
legislation, as you know, have their own local monopolies. They make 
their own local interest rates, and they have their own insurance busi- 
nesses and other interests in the same communities, which they are 
very anxious to keep intact. Unfortunately, they do not all seem in- 
clined to compete on the basis of a service to their depositors and 
customers or efficiency in the conduct of their business. Is not this 
of equal concern ? 

The House report states that the bank holding company is a device 
which threatens to destroy “the democratic grassroots institution” of 
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the independent unit bank, and that their operation is leading to 
“cartels, the stifling of new enterprise, and stagnation.” ‘This, gentle- 
men, is pure name calling. It has no factual basis. We are getting 
nioney into the local communities in a far better way than most inde- 
pendent banks. We have local shareholders. Our managements are 
local. We have the needs of the community in mind and shape policies 
accordingly. Our local managers live and work in these communities 
and play a big part in civic activities. Our customers like us. We 
have encouraged many, many small businesses. Moreover, contrary 
to the assertion, the independent bank is surviving and there is no 
threat of a bank-holding-company monopoly. The number of banks 
held by bank holding comp: inies has been dec ‘lining. The independent 
should not be afraid of competition. He will survive if he gives as 
good service as do our banks. 

It was in the light of these bald, misleading assertions in the House 
report and the complete absence of a factual inquiry that we brought 
to the attention of our customers and others the implications of this 
legislation. In the 13 days allowed by Senator Frear’s notice in the 
Congressional Record of June 16, you have had over 75 requests to 
testify from people in our area alone. Unfortunately, the committee 
determined not to hear them. With your permission, they are going 
to file statements. I understand these statements must be in by Mon- 
day, July 18. The statements, however, gentlemen, are poor substi- 
tute for personal appearances. I am sure you would have been better 
satisfied if you could have had an opportunity to test the irresponsible 
attacks on bank holding companies against the knowledge and ex- 
perience of these men. "The statements will show concrete examples 
of the work we are doing and how we conduct our business. They will 
support in detail what I “have said here today. 

We have been advised that you will be able to hear up to 10 of 
these witnesses. They are here. They are representative of the 
many others who would have testified if the committee’s schedule 
permitted. 

I want to say to you again that any conscientious, fair study of 
our operations will show no reason to break us up, to destroy the 
investment of our shareholders, and to hamper and restrict our ex- 
pansion in so many ways that we cannot continue to conduct our 
normal business operations. I respectfully urge that until you have 
some facts, you should put these surmises and : suspicions to one side 
and permit us to continue our business under the existing regulation 
to which ‘we are now subject. The fact that over the 20 years this 
type of legislation has been under consideration none of the evils sug- 
gested by ‘the proponents have occurred, in itself shows this to be bad 
and unnecessary legislation. 

Mr. Chairman and members of the committee, I have been candid in 
expressing my views and eee to this legislation. My duty to 
my shareholders and my obligations as a witness require me to do 


so. May I thank you very much for listening to me. 

lam ready, Mr. Chairman, to answer any questions that you might 
have concerning my statement. 

Senator Frear. Mr. Belgrano, I assume in your statement you are 
testifying on the three bills that are before the committee? ~~ 

Mr. Beterano. I am, sir. 
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Senator Frear. Have you heard from the people who sponsored 
these three bills that they proceeded on the assumption that bigness 
ee means badness, as you refer to it in the last paragr aph on 
page , that all holding companies are evil, and all successful corpora- 
{ions aa somehow be monopolistic? Have you such information as 
to the sponsors of any one of these three | ills 7 

Mr. Bercrano. Not at ali. Not the sponsors, if you are suggesting 
the Senators. Of course, the propaganda promoted by some of the 
interested independent bankers is along those lines, both by word of 
mouth and in writing. 

Senator Frear. Well, you have said, sir, in your statement, that 
the subcommittee and the committees should give very thorough study 
to this legislation before them. My question was in regard to w hat 
you have said in your statement. Do you in any manner think that 
the members of this subcommittee or the members of the full com 
mittee of this committee or of the House committee would take such 
statements to be justifiable in promotion of the bills that they have 
before them / 

Mr. Beicrano. I do not. I have every respect for the members 
of the committee and I know they would not be deceived by that sort 
of propaganda. 

Senator Frear. Sir, I have asked the clerk of the committee if he 
has received a communication from Governor Russell from Nevada 
as you referred to on page 3. We have not received that to date. 

Mr. Beicrano. Here is a copy of the letter addressed to you, sir. 
on July 5; another one addressed to Senator Bible; and a third one 
addressed to Senator Malone. 


Senator Frear. Yes, sir. We will make those part of the record, 
sir. 

Mr. Beverano. Thank you. 

(The material referred to follows a 


JULY 5, 1955. 
Hon. J. ALLEN F REAR, 
Chairman, Subcommittee on Banking, 
Senate Banking and Currency Committee, 
Washington, D.C. 


Dear SENATOR F REAR: I understand that hearings on the bank holding com- 
pany legislation began before your subcommittee, July 5. 

I am writing you to bring to the attention of your committee the great benefits 
which the State of Nevada has received as a result of the cooperation and good 
banking service provided by Transamerica Corp., a bank holding company. 

During the banking crisis of 1933-54, Transamerica Corp. saved the State of 
Nevada's banking system from utter collapse. After almost all of our State 
banks had been forced to close, Transamerica Corp., at the request of the then 
Governor of Nevada, acquired banks in the State and reestablished banking 
services. The details of these occurrences are set forth in the attached excerpts 
from the testimony before the subcommittee of the Senate Committee on Bank- 
ing and Currency in hearings concerning a bank holding company bill on March 
16, 1950 

No one can doubt after reading these excerps that Transamerica was and 
has been instrumental in providing Nevada with a sound and extensive bank- 
ing service. 

Due to the situation described above Transamerica has, since 1933, owned 
the majority of banks in Nevada. However, Transamerica has no monopoly in 
Nevada. Moreover, it is my understanding that bank holding companies are 
subject to both the Sherman and Clayton antitrust laws and that the courts 
have just held that Transamerica’s activities do not even tend to create a 
monopoly. 
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In my opinion, the proposed bank holding company legislation is highly un 
wise and would prevent a State in a situation such as that which confronted 
Nevada in the early thirties from obtaining outside help which companies like 
Transamerica can provide. Moreover, by forcing Transamerica Corp. to sell its 
nonbank assets, the proposed legislation would remove the greater part of the 


capital resources which stand behind Transamerica banks in Nevada. 


Would you be good enough to have this letter and the attachments included 
in the record for the information of the committee 
With every best wish, 
Sincerely yours, 
CHARLES H. Russe.iyi, Governor. 


TRANSAMERICA’S CONTRIBUTION TO THE STATE OF NEVADA 


The following is an excerpt from the testimony of Mr. W. L. Andrews, vice 
president and treasurer of Transamerica Corp. given before the Subcommittee 
of the Committee of Banking and Currency of the United States Senate in hear- 
ings concerning S. 2318 on March 16, 1950: 

“In the 1920's, a Mr. George Wingfield had built up a chain of independent 
banks which previded the majority of the banking service in Nevada. Those 
banks were the most substantial assets that Mr. Wingfield possessed. In 1930, 
1931, and 1932, the depression hit those banks with successively harder blows. 
Finally, in October of 1932, Mr. Wingfield having insufficient resources to save 
the banks, they failed. The economic life of Nevada, which had been faltering, 
came to a halt. 

“Committees of depositors were organized. Committees were appointed by 
the Governor and headed by the Lieutenant Governor to do something to alleviate 
the desperate situation. Initially, all efforts were bent towards rehabilitating 
the Wingfield chain of banks. In the summer of 1933, it was apparent Nevada 
did not have the resources within its borders to do this and outside aid was 
sought—principally in San Francisco. A committee was set up, consisting of 
various representatives of California business organizations, which had interests 
in Nevada, but this likewise was of no avail. 

“In October 1933, a personal entreaty was written by Governor Balzar to 
the late John M. Grant, then president of Transamerica, and to the late A. P. 
Giannini, chairman of Transamerica’s board of directors. I have copies of these 
communications which I request permission to have incorporated in my testi- 
mony at this point. They earnestly solicit Transamerica’s aid. 

“Governor Balzar’s letter reads as follows: 


STATE OF NEVADA, 
EXECUTIVE CHAMBER, 
Carson City, October 7, 1933. 
Mr. J. M. GRANT, 
President, Transamerica Corp., 
San Francisco, Calif. 

Dear Sir: As chief executive of the State of Nevada, I desire to present for 
your attention, the banking situation as it now exists in the State of Nevada, 
and to request that you, if you can find it possible to do so, assist this State and 
all its people. 

For approximately 11 months, the greater portion of the banks in the State 
of Nevada have been closed, with resulting hardship to our people. Efforts have 
been put forth by loyal businessmen of this State to reorganize the closed banks 
of the Wingfield group. They have expended time and money in their attempts. 
The comptroller’s office and the State court, in recent decisions, ruled that non- 
consenting depositors could not be forced to take stock in the new bank to be 
organized, although the remainder of the plan was held to be fair and equitable. 
As I am informed that there is no other plan that seems feasible for reorganiza- 
tion, the aforesaid decisions mean liquidation of all of the banks in the Wing- 
field group. 

We earnestly solicit your assistance and request that you aid us in our efforts 
by supplying the necessary cash to set up the capital structure of the new bank 
as proposed. In the event this does not seem feasible to you, we earnestly peti- 
tion that you assist in such other way or ways as may be fair and just to your- 
selves and to the people of this State. 

The State turns to your bank and your company feeling a deep respect for 
your ability and integrity. We can assure you that your entry into this State 
would be most welcome. 
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In the event you decide to assist us at this time and in our need, I assure you 
of most hearty cooperation and our lasting gratitude, as the State is now and 
will be in a most desperate situation without your assistance. 

The welfare of my State depends upon your immediate favorable attention. 
Trusting that I may hear from you, I remain. 

Very truly yours, 
F. B. BALzar, 
Governor of Nevada. 


“The exchange of telegrams between Mr A. P. Giannini and Lieutenant Gov- 
ernor Griswold reads as follows: 

(“The telegram from the Lieutenant Governor to Mr. Giannini:) 

“ ‘On behalf of the people generally of the State of Nevada respectfully request 
your careful consideration of the banking situation this State. Conditions in the 
event your company does not see fit to enter this field and assist us in our need will 
be deplorable. Your entry will be most welcome and will give us new hope. The 
executive department of the State invites your entry and your assistance is 
earnestly solicited. 

“ *“MorLeEY GRISWOLD, 
“*Tieutenant and Acting Governor.’ 

“Mr. A. P. Giannini’s reply : 

**Your EXceELLENCY: Your wire received. You can rest assured we shall give 
matter most serious consideration. Have also received wire in reference to same 
matter from Mr. J. W. Mailliard, Jr., president of San Francisco Chamber of 
Commerce. Have asked president of Transamerica Corp., John M. Grant, to call 
on Mr. Mailliard at his office in San Francisco and discuss the matter with him. 
You will of course learn the results of the conference through Mr. Grant or Mr. 
Mailliard. Wishing you and your great State the maximum of prosperity with 
sentiments of esteem and warmest personal regards, I am, 

“*Yours sincerely.’ 


“Mr. Giannini and Mr. Grant quickly realized rehabilitation of the Wingfield 
banks was out of the question because of their condition and so informed the 
Governor. Transamerica, however, did not abandon Nevada to its fate but 
discussed the possibilities of either forming a new bank which could establish 
branches or taking over one of the few existing Nevada banks, if it could be 
purchased, and using it as a nucleus for a statewide branch bank. 

“The alternative of purchasing an existing bank proved feasible. The Nevada 
Legislature in emergency session enacted laws permitting the establishment of 
branches. This was also authorized by the Congress in the Banking Act of 1933. 
Then, upon the express assurance of complete cooperation from Nevada citizens 
and public officials, Transamerica negotiated for and was able to acquire a 
majority stock interest in the First National Bank of Reno in February 1934. 
Branches were estab'ished; several in the premises of the old Wingfield banks. 

“Approximately one-third of all Nevada's deposits are in small towns where 
the services of one bank are adequate to serve the banking needs of the community. 
Other banks might well have taken their services into Nevada’s one-bank towns 
but appear not to have been interested because there appeared to be little hope 
of making a profit. There might still be no banking service at all in most of them 
had it not been for the Transamerica affiliated bank opening a much-needed 
branch. Almost half of the deposits of the Transamerica affiliated banks in 
Nevada are held in banking offices which have been newly established with the 
express approval of the Comptroller of the Currency since 1934. 

“When Transamerica first went into Nevada, there was only 1 bank in Reno; 
since then, 2 now thriving banks have opened there. This shows that competing 
banks can and do readily enter the field when an opportunity for profit develops. 
If other banks fail to come in, the existing bank should not be accused of monop- 
olizing the banking field because it happens to provide the only banking services 
in the community. Even Mr. Eccles has recognized that a monopolistic tendency 
may not be inferred from a high concentration of banking in a single organiza- 
tion in a sparsely settled area such as Nevada. 

“For instance, in the community of Wells in the northern part of the State, 
the residents for many years after the closing of a local bank had to travel about 
90 miles round trip to Elko to conduct their banking business. During that 
time, a bank in Elko competing with the Transamerica bank rejected a proposal 
for furnishing local banking service to Wells, and thereafter in May 1947, the 
First National Bank of Nevada opened a branch in Wells. The population of 
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Wells is only 830 people, and there is small prospect of that branch making much 
profit, but the people in Wells, after a lapse of 11 years, have a local bank again 
Here is but one specific instance where the Transamerica bank took into a com- 
munity a banking service it badly needed and which no other bank would give. 
Wells is a one-bank town, but Transamerica kept no other bank out of Wells.” 


JuLy 5, 1955. 
Hon. ALAN BIBLE, 


United States Senator, 
Senate Office Building, 
Washington, D. C. 

DEAR SENATOR Brsce: It has come to my attention that Grant Robison, State 
auk examiner of Nevada, last February wrote the chairman of the Banking 
and Currency Committee of the House of Representatives supporting the bank 
holding company legislation which then was pending in the House of Repre- 
sentatives. 

That bill is now before the Senate. 

I want to call to your attention some important facts about Nevada's bank- 
ing situation which were not mentioned by Mr. Robison. 

In 1933, as you know, almost all Nevada banks were forced to close. The 
State’s situation was desperate. At the invitation of the then Governor, Trans- 
america Corp., a bank holding company, was asked to assist. That, Trans- 
america agreed to do where others refused. It acquired banks in Nevada and 
banking service was reestablished. In short, Transamerica Corp. came into 
our State only by invitation and played a very significant role in helping us 
through the depression years. 

Mr. Robison, in his letter, had a great deal to say about monopoly. He ignored 
the special situation in which Transamerica came into Nevada and which ac- 
counts for that company’s large share of our banking business. Furthermore it 
should be recognized the bank holding companies are subject to both the Sherman 
and Clayton antitrust laws. As a matter of fact, the courts have just held 
that Transamerica’s activities do not even tend to create a monopoly. 

It seems to me that the proposed bank holding company legislation is most 
unwise. It would prevent a State in the situation which confronted Nevada in 
the early thirties to obtain outside help which companies like Transamerica 
can provide. 

Moreover, by breaking up Transamerica Corp. and forcing it to sell its nonbank 
assets, the legislation would remove the greater part of the capital resources 
which now stand behind Transamerica banks in Nevada. 

I would appreciate your consideration and opposition to the bill. 

With every best personal wish, 

Sincerely yours, 


CHARLES H. Russeth, Governor. 


JULY 5, 1955. 
Hon. GrorcE W. MALONE, 


United States Senator, 
Senate Office Building, 
Washington, D. C. 

Dear Grorce: It has come to my attention that Grant Robison, State bank 
examiner of Nevada, last February, wrote the chairman of the Banking and 
Currency Committee of the House of Representatives supporting the bank holding 
company legislation which then was pending in the House of Representatives. 

That bill is now before the Senate. 

I want to call to your attention some important facts about Nevada’s banking 
situation which were not mentioned by Mr. Robison. 

In 1933, as you know, almost all Nevade banks were forced to close. The 
State’s situation was desperate. At the invitation of the then Governor, Trans- 
america Corp., a bank holding company, was asked to assist. That, Trans- 
america agreed to do where others refused. It acquired banks in Nevada and 
banking service has been reestablished. In short, Transamerica Corp. came into 
our State only by invitation and played a very significant role in helping us 
through the depression years. 
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Mr. Robison, in his letter, had a great deal to say about monopoly. He ignored 
the special situation in which Transamerica came into Nevada and which 
accounts for that company’s large share of our banking business. Furthermore 
it should be recognized the bank holding companies are subject to both the 
Sherman and Clayton antitrust laws. As a matter of fact, the courts have just 
held that Transamerica’s activities do not even tend to create a monopoly. 

It seems to me that the proposed bank holding company legislation is most 
unwise It would prevent a State in the situation which confronted Nevada in 
the early thirties to obtain outside help which companies like Transamerica can 
provide 


Moreover, by breaking up Transamerica Corp. and forcing it to sell its nonban! 
assets, the legislation would remove the greater part of the capital resources 
which now stand behind Transamerica banks in Nevada. 

I would appreciate your consideration and opposition to the bill. 

Details of the occurrences during the banking crisis of 1933-34 as outlined 
in testimony concerning a bank holding company bill, March 16, 1950, before the 
Senate Committee on Banking and Currency, are attached for your information. 

With every best personal wish, 

Sincerely yours, 
CHARLES H. RUSSELL, Governor. 

(The memorandum attached will be found following the Governor's 
letter to Senator Frear.) 

Mr. Beierano. I know, Mr. Chairman, that you are very anxious 

have the facts correct in the hearings, and the illustrious Con- 
gressman from New York, I am sure, would like to correct some of 
the answers he made which are, I think, incorrect in answer to a 
question from Senator Lehman with respect to the consolidation of 
those banks in New York. I am very positive that he is wrong, and 
I would be very happy to gather the information as to those consoli- 
dations and submit them unless you desire—— 

Senator Frear. Mr. Belgrano, I think the Congressman is qualli- 
fied to correct any errors that we would like to make, and I am sure 
that he will be most anxious to do it. I have no objections whatso- 
ever to your answering any questions by the committee that may tend 
to bring out anything that you would like to have for the record. 
Certainly there would be no objection on the part of this subcom- 
mittee for you to give them to us as a matter of record, and it will be 
made a matter of ‘record. 

I mean if you challenge any of the statements, I want you to sub- 
mit that. (See p. 423.) I would hesitate to say to the Congressman 
that he is unqualified to correct his errors. 

Mr. Beterano. I am suggesting that the gentleman was not given 
the right information when he answered the question. Certainly I 
know that this committee would not give any thought to allowing a 
bank to do the same sort of a thing that a holding company can do. 
Obviously the investments that banks make are made with depositors’ 
money and safeguards must always be put up by law so that the 
moneys are invested along certain very conservative lines. 

Investments made by holding companies are made by stockhold- 
ers’ moneys and that is risk capital, and stockholders, of course, em- 
ploy free capital in any way they choose, and when they buy com- 
mon stock in a company that has diversified interest, they know that 
their moneys are going to be employed in a very different manner 
than the moneys of the depositors in State and National banks. 
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Senator Frear. In the last paragraph on page 6 of your testi- 
mony, you say: “We have 120,000 shareholders.” That is 120,000 
shareholders of Transamerica Corp. ? 

Mr. Beterano. Yes, sir. 

Senator Frear. None of which owns as much as one-half percent. 

Mr. Beierano. Yes, sir. We have stockholders in every State in 
the Union, and that 120,000 is a conservative estimate which in- 
cludes the new stockholders who acquired the stock which was re- 
cently issued about 2 months ago. 

I think prior to the issuance of that stock, our total was about 
115,000. 

Senator Frear. In regard to the first paragraph, top of page 9, 
Mr. Belgrano, I am sure you are aware of the fact that subcommittees 
and committees of the Congress can secure information that is not 
of public nature? 

Mr. Beiterano. Yes, sir. 

Senator Frear. This committee is in possession of the disclosure 
that you mentioned in that paragraph. 

Mr. Bererano. Thank you. 

Senator Frear. I believe, after conferring with the clerk of the 
committee in reference to your statement at the top of page 10, 
that we have had requests from approximately 75, or maybe more, 
directors of your institutions. 

We would not want you or anyone else to break faith with your 
customers or your shareholders. We have not, however, had any 
great deluge of telegrams or letters from your shareholders indicating 
some of the things that you have given in your testimony. 

Mr. Bergrano. My shareholders have never been advised by our 
corporation as to the situation as such, and obviously they are scattered 
all over the country and probably many of them don’t even know the 
hearings are being held. 

Senator Frear. I think that is quite true, sir. 

I think the announcement that was made on June 16 is similar to 
any announcement that is made by members of the committees, not 
only in regard to this legislation but any other legislation. 

Mr. Berorano. That is correct, sir. 

Senator Frear. My final question: Would you endorse or approve 
legislation that would permit your company to remain in status 
quo but in any future expansion have to have the approval of the Fed- 
eral Reserve System regarding nonbanking and banking interests? 

Mr. Betcrano. No, Senator. I would not endorse any legislation 
of that character. I am opposed to legislation for the reasons that 
[ have just given. 

Oby iously our institution and everyone connected with it will abide 
by any of the laws that are passed by the Congress of the United 
States, and I am thoroughly convinced that we will be able to live 
with them. But so long as we have not been able to be convinced that 
this is the proper way to solve this problem, we oppose all of the 
legislation. 

Senator Frear. Senator Bennett. 

Senator Bennerr. Mr. Chairman, Senator Bricker had expected 
to be here but his attendance was required at the meeting of the Joint 
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Committee on Defense Production this morning. So he supplied me 
with a list of eight questions and asked if I would ask them for him; 
and if you will bear with me, I should like to carry out that request. 

In what way, Mr. Belgrano, do you make capital contributions to 
your banks? Why do you do it? 

Mr. Becrano. We keep, Senator Bennett, a very accurate schedule 
as to our relationship of capital and risk assets. As you know, that is 
one of the requirements of the Comptroller of the Currency, and 
rather than to wait until they receive a demand to make these addi- 
tional capital contributions, we suggest that stockholder meetings be 
held and the capital be increased and we make contributions to the 
capital by requiring additional stock in relationship to our rights 
and ownership. 

These have been sizable of late. A little over a year ago, $16 million 
was added to our bank in Oregon. About 6 months ago, $12 million 
was added to our bank in California. Within the next 30 days, $4,- 
800,000 will be one - Arizona. Early this year, $2 million was 
added to our bank in Nevada. 

In addition to that, + we have done likewise in making large con- 
tributions to our insurance companies as they needed additional capital 
because of growth. 

Senator Bennerr. May I interrupt at this point? 

These aren’t really contributions, then? These represent a means by 
which you increase the stock, the outstanding stock of the bank ? 

Mr. Berorano. Increase the capital funds of the bank; yes, sir. 

Senator Bennerr. Through the sale of stocks? 

Mr. Bererano. Yes, sir. We do make contributions in the owner- 
ship, matter of coming through contributions in the ownership of our 
wholly owned insurance companies. 

For example, we own Occidental Life a hundred percent, and rather 
than increase the stock we contribute to its surplus. 

The same thing occurred in Pacific National Fire Insurance Co. 
Rather than go through the procedure of issuing stock, we make » 
voluntary contribution to the surplus of the company. 

Senator Bennerr. But you do not do that in the case of a corpora 
tion which you do not own a hundred percent ? 

Mr. Bertcrano. That is correct. 

Senator Bennerr. When it is decided that the capital of a particu 
lar bank is inadequate and it must be increased, are the minority stock- 
holders given the same opportunity that you claim ? 

Mr. Brrerano. Yes, indeed. 

Senator Bennerr. To purchase stock to increase the capital at that 
time? 

Mr. Be.erano. That is correct. 

Senator Bennerr. Fine. 

Can you tell the committee anything about the extent of the local 
ownership of your banks? 

Do you have any schedules or statements that you would like to 
put in the record? 

Mr. Brexerano. I would like very much to put into the record the 
copy of our annual report as of December of last year; and I think 
I can answer that ownership question here. 

(The report referred to follows :) 
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ANNUAL REPORT—TRANSAMERICA CORPORATION, 1954 
Balance sheet, Dee. 31. 195 
ASSETS 


Investments in securities : * 
In capital stocks of domestic subsidiaries engaged in: 


NG obit ne Ch coscittthncibnenilatinkivs . Boel $72, pits 135 
Life,.fire, and casualty insurance__ eididabetaas ‘sisiablin jtibitiaddy See OTe 
Real estate development ee ee i be 14,9 9: 50, 000 
Manufacturing and industry___-__-_ : i 8, 873, 686 
Other — as eth wptank setae sae ee nial 172, 053 
(Equity in adjusted book net asset value, $244,800,387)__ 122, 744, 947 
Banca d’America e d'Italia (94.52 percent owned) $9, 110, 618 
Less reserve__ Se Sicsinleiicad eehbwece 5, 239, 385 


——~ 3, 871, 233 
Other corporate securities— 
Listed or quoted (quoted market value, 
$20,792,399 ) " es $11, 


369, 391 
Not listed or quoted__ . 


ae! 3 : 13, 400, 000 
————_ 24, 769, 891 


Total - gases. ae ; . 151, 385, 571 

‘ash a —_ a Sioa 7, 736, 783 

Note s and other receivi able s (less allowa ince of a 7, 458, 357 

Loans to officers and employees of corporation and subsidiaries___- 165, 862 
Owing from subsidiaries : ett 9, 129, 45: 


Ystimated net balances receivable from liquid: iting agents 


: 4,158, 781 
Other assets_ 


ne 4,777 


ioodwill and going concern itil! oro We to ‘ 4) Sa aes 1 
ta RRR aes ats aoe hoe ahaa en 180, 039, 584 


LIABILITIES 
Accounts payable: 
Federal taxes on consolidated income, estimated__ $6, 442, 211 
ae a rt a 5 
Miscellaneous 


- 8, 575, 369 


Oni tr en a a ie Si es Sk eee 190, 755 


a i ieermsessnintnetereci renee tlinninaemeitans 894, 424 
Net profit on intercompany sales of investments, deferred_________-_ 1, 657, 448 
Capital stock and surplus: 
Capital stock ($2 par value): Shares 
Authorized_______-- sasuke ae 25, 000, 000 


SS Sees a er eee 11, 200, 000 
OES SER GLORNUER hsiccccnn on = 1, 346, 800 


I pe ke ok bee ee _ 9,853,200 $19, 706, 400 
Surplus :** 
*aid-in surplus (no change during 


NT ee tte $60, 659, 057 
Earned surplus (since Jan. 1, 
per) 02 wagesb is oceans -.. 88,356,131 
149, 015, 188 
168, 721, 588 
ee 28 Se es ee tobe 180, 039, 584 


2See other pages for bases of carrying amounts for investment securities. Equity 
in adjusted book net asset value of securities includes $21,904,770, representing the excess 
of quoted market value over cost of securities held by subsidiaries other than banks. 

2 At Dee. 31, 1954, surplus was restricted in the amount of $2,693,600 for the par value 
of 1, 346,800 shares of capital stock held in treasury. 


‘In January 1955 the corporation declared and paid a cash dividend of $3,448,790, or 
$0. 85 a share. 


Notr.—At December 31, 1954, the corporation was contingently liable in the amount of 
$3,000,000 as guarantor of bank loans, of which $2,125,000 pertains to a subsidiary, and in 
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Investments in capital stocks of domestic subsidiaries, Dec. 31, 1954 
Percent Carrying Equit Loy 
ownership value ! book net 
Sas , asset value ? 
sjanking subsidiaries 
First Western Bank and Trust Co 76. 28 2, 602 $36, 703, 669 
The First National Bank of Portland 58. 81 2, 456 36, 384, 165 
First National Bank of Nevada 99. 09 9, 892 10, 116, 076 
Bank of Nevada 71.11 , 000 1, 370, 848 
First National Bank of Arizona 64. 53 . 744 7,é 
National Bank of Washington 52. 2 76, 441 
rotal 72, 374, 135 96, 841, 810 


Insurance subsidiaries 





Automotive Insurance Co 100. 00 700, 000 935, 050 
Manufacturers Casualty Insurance Co 99.78 8, 388, 083 10, 310, 354 
Occidental Life Insurance Co. of California-_.. 100. 00 6, 507, 600 64, 071, 793 
Pacific National Fire Insurance Co 100. 00 6, 518, 799 21, 342, 878 
Paramount Fire Insurance Co 92. 53 4, 260, 591 4, 509, 055 

Potal 26, 375, 073 101, 169, 130 

Real estate development subsidiaries 

Allied Building Credits, Inc 100. 00 10, 150, 000 16, 252, 569 
Capital Co 100. 00 4, 800, 000 12, 049, 049 

Total 14, 950, 000 28, 301, 618 


Manufacturing and industrial subsidiaries 


General Metals Corp 94. 43 6, 208, 484 12, 820, 141 
Columbia River Packers Association, Inc 75. 62 2, 665, 202 4, 803, 507 
rotal &, 873, 686 17, 623, 648 

Other subsidiaries 172, 053 864, 181 
Grand total 122, 744, 947 244, 800, 387 


he amount for investments in capital stocks of subsidiaries is net asset values as of Dec. 31, 1931, for 
securities then owned and still held, with subsequent additions at cost or less. 

Adjusted to include $21,904,770 of quoted market value in excess of cost for securities held by subsidiaries 
other than banks 


Note.—Combined holdings of capital stocks of certain of the above subsidiaries are shown below 


Transamerica) Holdings by Combined 


Corp. subsidiaries 
Percent Percent Percent 
The First National Bank of Portland 58. 81 | 8. 28 67.09 
First National Bank of Arizona 64. 53 | 14. 68 79. 21 
National Bank of Washington 52. 24 10. 05 62. 29 
General Metals Corp 04. 43 1, 82 96. 25 
Columbia River Packers Association, Inc 75. 62 6. 88 82. 50 


the amount of $1,326,836 as guarantor of notes discounted by a subsidiary with banks. 
The corporation may upon the happening of certain conditions become liable for a maxi 
mum amount of $1,132,725 in connection with possible adjustment of purchase price of 
shares of a banking subsidiary. The corporation is contingently liable for any liabilities 
and claims that may be asserted against liquidated banking subsidiaries to the extent that 
such liabilities and claims may exceed the funds retained therefor by the liquidating agents 
All known liabilities have been provided for. On Oct. 18, 1951, the United States District 
Court for the District of Delaware entered interlocutory orders in three suits brought by 
certain former stockholders of the Axton-Fisher Tobacco Co. against the corporation. Such 
orders provided that the corporation is liable but reserved for later determination the 
names of the persons entitled to recover, the measure of damages to be applied, and the 
principal amount and interest thereon to which each such person is entitled. The special 
master appointed to determine these questions died before filing a report Rather than 
appoint another master the court decided to determine these issues itself. Each party has 
had an opportunity to argue its contentions before the court ; as of the date hereof, the court 


has not rendered a decision Depending upon the measure of damages adopted by the 
court the total potential liability to the corporation may vary from approximately $1 
million to several times that amount. In any event the corporation intends to appeal from 


the judgment which will be entered against it by the district court. A fourth suit was 
filed against Transamerica Corp. in the same court on July 10, 1952. An answer has been 
filed by the corporation denying liability, but the action has not as yet been tried. This 
fourth suit has some aspects of similarity to 1 of the 3 actions previously referred to, but 
preliminary questions are pending as to the right of these plaintiffs to sue. 

The corporation has outstanding commitments to invest a maximum amount of $14 
million in two banking subsidiaries and to loan up to $900,000 to another subsidiary. 
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Other corporate securities, Dec. 31, 1954 


\ umm Wu ad na 
t n aluc 
Listed or quoted 

American Research & Development Corp-. 100 $53, 438 
American President Lines, Ltd., class A 1, 838 439, 486 
Anderson, Clayton & Co 3 OOO 135, 000 
rhe Atlantic Refining Co 2, 500 98, 125 
Bank of the Manhattan Co 5. 500 285, 313 
Citizens National Trust & Savings Bank of Los Angeles 24, 937 2, 269. 267 
Congoleum-Nairn Inc 4, 000 93, 000 
Fireman’s Fund Insurance Co 38, 000 2 807, 250 
Georgia-Pacific Plywood Co 63, 000 1, 669, 500 
Gimbel Bros., Ine 2, 000 1, 750 
Kennecott Copper Corp 3, 000 316, 500 
Koppers Co., Ine 3, 000 126, 750 
Leslie Salt Co 2, 100 91, 350 
Che National City Bank of New York 196, 000 11, 588, 500 
Pacific American Fisheries, Ine 4, 500 46), 687 
Phillips Petroleum Co 2 50K 187, 500 
Pittsburgh Coke & Chemical] Co 13. 920 328, R60 
Standard Oi] Company of California 2, 625 202, 12 
Miscellaneous (carried for a nominal value 11, 99% 
lotal quoted market value 20, 792, 399 
lotal carrying value ! 11, 369, 391 
Not listed or quoted: Henry J. Kaiser Co., 642 percent first preferred 268, 000 13, 400, 000 


Potal carrying value 


end 13, 400, 000 


! The above securities are carried at their quoted market value as at Dec. 31, 1931, for securities then 


owned and still held, or at cost or less if subsequently acquired. 


Note.—Subsidiaries hold additional] shares of certain of the above securities. The more important 
tions include 66,931 shares The National City Bank of New York, 34,000 shares Citizens National 
& Savings Bank of Los Angeles, and 29,808 shares Fireman’s Fund Insurance Co 


Income account, year ended Dec. 31, 1954 
Income: 
Dividends : 
From subsidiaries 
From other companies__-_ 


siicinnenneaatabiiemenietes $10, 450, 424 
wdaneudiin aha ahaha 1, 680, 298 


—_——————— $12,130, 722 











(ae 


aeaneeaninieard fe - . 542, 339 





nse 4,112, 72 
a el cn cailenie sation, Seabee vied hcmnanebereiiaia ts 11, 997 
po | MEE A Oe GI Lod, bse a Se a ee 16, 797, 779 
Expense—corporate : 
ita a, ST cea in $302, 531 
Transfer and registrar fees, revenue stamps, 
Osi. 6 A talenind Ss. eutels Jo. 101g Je. Sd. 87, 245 
Taxes, other than Federal taxes on income____ 610, 729 
ee gk eee a 48 Ae nae Acca Dy sore ee 1, 000, 505 
Administrative expense: 
Salaries___-_ th ck cedihdaiescebtis iviotaindis weet alii 345, 884 
Other office and general expense___.________ 374, 800 
Nr eee ela cele dulerewbuninadbbrnoie 720, 684 
—————— 1, 721. 189 
I ici anther ein scandal aia disse sin igs claedltle aly 15, 076, 590 
Profits, including accumulated earnings, realized 
upon liquidation of subsidiary banks *_ -.... $31, 700, 427 
Less: Intercompany profit applied to reduce carry- 
ing values of investments in successor banks___ 7, 053, 197 
—_————. 24, 647, 230 
Total 


See footnotes at end of table, p. 390, 


t 39, 723, 820 
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Income account, year ended Dec. 31, 1954—Continued 

















Amount charged to subsidiaries in lieu of Federal 
taxes on income (including capital-gains tax on 
sale of assets by liquids iting | banks), less $402,808 

of prior-year adjustments *_...___...__._.____ $11, 401, 597 


Less: Provision for 1954 Federal tax on consoli- 
dated taxable income, less $172,020 of prior-year 
adjustments (Transamerica Corp. would pay 
$966,490 on a separate-return basis) -.________ 6, 270, 190 


$5, 131, 407 


Net profit of Transamerica Corp. carried to 
I ne 8 ee ea 44, 855, 227 


NET PROFIT OF TRANSAMERICA CORP. AND ALL DOMESTIC SUBSIDIARIES 





Net profit of Transamerica Corp. as shown above_____-___----_- 44, 855, 227 
Transamerica Corp.’s proportion of net profit of domestic subsidi- 

aries in excess of dividends received from such subsidiaries 

taken up in the income account: ° 


I oon cceteiiecndacaieinitensieabemns ui ace diane. $7, 878, 201 
NEY, SND Sachineicisnisecncdisecetawislaaesnuiiccameesidcnreiianas 12, 407, 093 


20, 285, 294 


PE reetamers Sraeeeeae tomas 65, 140, 521 
Less: Accumulated | earnings of liquidated and liquidating banks 

which have been reflected in net profits reported for this and 

-_ years and are now included above as profits on such liqui- 


cat eno svc re eee ew er ena an atan as edt aits abs Siac 24, 487, 578 









Net profit for the year 1954 of Transamerica Corp. and all 
domestic eubni@ientee ci: be EB oes 40, 652, 948 


1 Net profit on security transactions consists of $2.195,682 determined on the basis of 
written-down values for securities held on Dec. 31, 1931, the date of general restatement of 


earrying values and $1,917,039 determined on the basis of cost of securities acquired since 
1931. 


2 During the year substantially all the net assets of 15 banking subsidiaries in Oregon 
were sold to First National Bank of Portland and those of 27 banking subsidiaries in Cali- 
fornia were sold to First Western Bank & Trust Co. The selling banks have been or are 
being liquidated. The purchasing banks are subsidiaries of the corporation, and the inter- 
company profit involved in the sales has been deferred and applied to reduce the carrying 
value of the investments of the corporation in the respective purchasing banks. 


® The corporation will collect from or refund to subsidiaries eligible for consolidation for 
Federal income-tax purposes the amount of taxes or tax refunds applicable to such sub- 
sidiaries had they filed on a separate return basis, and the corporation will pay the tax 
liability determined to be due on a consolidated basis. No capital gains tax is payable on 
a consolidated return basis because of capital loss carryovers. The distributions on liqui- 
dation of banking subsidiaries are not taxable income to the corporation. 


‘Net profit for the year 1954 of Transamerica Corp. and all domestic subsidiaries is 
reported below. 


5The corporation’s proportion of the net profit of Banca d’America e d'Italia is not 
included, as lire are not freely exchangeable for United States dollars. 


®Includes undistributed earnings of liquidated or liquidating banks for 1954, plus 
$1,421,994 from release of reserves previously provided from income by said banks and no 
longer required. 


Earned surplus account, year ended Dec. 31, 1954 


Balance of earned surplus at Jan. 1, 1954___.______-___________ $57, 295, 738 
Add net profit for the year ended Dec. 31, 1954, as shown by in- 
SN CG nin ceceenintentatteirdigsancnananubentnieditainatatientdivcainsticsiimmaets this theta 44, 855, 227 








TN ene ah csr an Sees Samii on erie eaeoes cere haem oieengein nieeetee 102, 150, 965 


Deduct : 
Dividend of $0.65 a share paid Jan. 30, 1954________________ 6, 404, 75S 
Dividend of $0.65 a share paid July 31, 1954__.__.._--_.______ 6, — Ls 


Special dividend of $0.10 a share paid Dec. 30, 1954 


Total 


Balance of earned surplus at Dec. 31, 1954, as shown on bal- 
DRO CR tintin eniaianntinmtin adel sees 33 Jit), 
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CONTROL OF BANK HOLDING COMPANIES 


OccIDENTAL LIFE INSURANCE Co. OF CALIFORNIA 
Balance sheet, Dec. 31, 1954 
ASSETS 


Cash, including trust funds of $3,7387,004__......................--. 7, 539, 208 
Notes, loans, contracts, and premiums receivable: 
Mortgage loans, first liens $214, 675, 755 
Loars to policyholders, secured by policy reserves_ 20, 200, 605 
Premiums deferred and in course of collection____ 19, 456, 140 
Guaranteed loans, sales contracts, and corporate 
promissory notes___- 5, 394, 815 


Security investments: 
Bonds at amortized cost ; 3 34, 542, 753 
Capital stocks of affiliated banks *___ , o09, 216 
Other capital stocks *__- 28, 101, 027 
——— 164, 002, 996 
Real estate—land and buildings at cost, less allow- 
ances ($1,613,873) for depreciation : 
IOUS GECS UD cies wide ewrenncnelwends 
Investment properties 
11, 558, 989 
Investment income due and accrued and sundry assets 2, 934, = 
Assets of Western Mutual Fund (administered on a fee basis) 1, 378, TH 


Total assets__- , ; 447, 142, 013 


LIABILITIES 


Policy reserves for future benefits_____-_ ie Sci ’ _ 837, 963, 105 
Dividends, coupons, and other benefits due ‘and ace crued_ c _ 19, 665, 385 
Reported and unreported ODS ions nace be : 12, 176, 634 
Other liabilities__- ee ssid aaa cian coma eke ‘ 18, 792, 930 
Prepayments and unearned income, premiums and interest.......i. 7, 749, 398 
I I ID oid ce ceecisitsccacettiaceinincen ss 3, 737, 004 
Reserve for security valuation *_____- 10, 772, 141 
Liabilities and surplus of western mutual fund __-_- 1, 378, T90 
ER Fa iaiciccdecieaatececscn brea cesses nities QR aa 387 
Capital stock and surplus: 
Capital stock ($12.50 par value) : Authorized and 
outstanding, 1,000,000 shar 

Unassigned surplus : = 406° 626 
——_—_————_ 39, 906, 626 


CC  — ‘ 447, 142, 013 


1 Investments in capital stocks are stated at cost. Market valuations furnished by the 
National Association of Insurance Commissioners exceed the cost of stocks of affiliates by 
$3,399,342 and cost of other stocks by $10,029,090. Taking into account the “Reserve for 
security valuation” included among the liabilities, the securities are reflected at $10,772,141 
less than cost and $24,200,573 less than such market values. 

Notr.—Assets of the company valued at $31,751,951 are, as required by law, deposited 
with public officials of States and foreign countries in which the company is authorized 
to do business, for the protection of policyholders. 


Statement of profit and loss, year ended Dec. 31, 1954 


Premiums and other considerations... ... ... 5. J. .s Se $148, 667, 
Investment income: 
Interest____ : ee 2 ee > os 
Dividends______ ; 1, 749, 218 
Real-estate income 1, 325, 406 
17, 850, 219 
Other income 47, 669 


Subtotal_ a 166, 565, 444 
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Increase in reserves for benefits under — and 
comract........... — alae $35, 795, 912 
veath claims and other benefits under ‘polici ies and 
OU eer ertaeernieeen 







Subtotebi 20) ses ak la 

Insurance and investment expense: 
Coenions. lito: ‘ L _ $13 228, 12: 
Officers’ salaries 5 
Other salaries 






axes and license fees_____-_~_- ide Daisies diana. 4, 770, 813 
Depreciation on real estate_____________________ 301, 019 
tecnica institnnajcivenintcasican 6, 993, O72 




















Net profit from insurance operations __-_ 
Net profit on sales of investments__-_ 


Net profit...._._ 


Balance at Jan. 1, 1954 
Add: 
Net profit for the year ended Dec. 31, 1954_______ $12, 543, 231 


Decrease in nonadmitted value of bonds_____-_- - 118 
Decrease in reserve for discount on assets in for- 
a ee ea ae 1,139 








Subtotal___-_--_-- 


reduct : 
Cash dividends paid, $4 a share_____ tos $4, 000, 000 
Increase in mandatory security v valuation reserve... _ 4, 294, 279 
Provision for disability fluctuation reserve__...____ 2, 125, 000 










Balance at Dec. 31, 


FIRE AND CASUALTY INSURANCE SUBSIDIARIES * 


Combined balance sheet, Dec. 31, 1954 






ASSETS 
Ce ar Ee i etnies erence ee recernr eed oes. 
Security investments: 
Bonds at amortized: cost *#_..... = $39, 468, 308 
Capital stocks of affiliates *_........__...._______ 5, 820, 520 
Capital stocks of other corporations *_._..._______ 31, 818, 800 


















Mortgage loans on real estate—first liens___._c.u............__.___ 
Premiums in course of collection (of whic h $388,993 is owing from 
Relouaenians recoverable on paid ey elieeneeeisteiinre theeri li -heeretbetoadinds 
Kquity—American International Underwriters Assoc iation________ 
Contingent commissions and other receivables (of which $42,026 


is owing from affiliates) and interest due and accrued 
Real estate: 


Fi Home office buildings—at depreciated values________ $573, 666 
: Other—at appraised value___._____-__-____________ 3, 125 


Total 


See footnotes at end of table, p. 396. 


Statement of profit and loss, year ended Dec. 31, 1954—Continued 


395 





, 194 


31, 985, 299 


25, 190, 417 


10, 419, 279 





27 406, 






77, 107, 628 
278, 038 


5, 720, 475 
894, 130 
683, 932 


872, 028 


576, 791 


98, 341, 875 
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Combined balance sheet, Dec, 31, 1954—Continued 


LIABILITIES 


Unearned premiums a i $36, S28, 
Estimated losses and applicable loss adjustment expense___- 14, 339, 
Funds held under reinsurance treaties . . 5, 183 
Taxes, including $688,921 payable to Transamerica C orp. in ‘lieu of 
Federal taxes « income ; , i 1, 887, 
Contingent commissions and other lis ibilities (of which $87,128 is 
owing to affiliates} 4 wid ae tia 1, 069, 2 
Reserved for unrealized appreciation of security inve stme nts *_ ; 14, 507, 317 
Minority interest i 
Capital stock and surplus: 
Capital stock —- . ee = _ $4, 450, 000 
Paid-in surplus (no change during year) ___----_. 15, 790, 418 
Earned surplus__- staal iietatateaieeet ch sicas-cipiiee. __ 4,286, 499 


rotal__- : — prea as ahr adhd ctecinas eb ibch nbenbhids 
Combined statement of profit and loss, year ended Dec. 8 


Underwriting income: 
Net a trerene written = = $45, 612, 841 
444, 6523 
Premiums earned_ __---~ - 3, O57, 494 
Deduct underwriting costs inc urred : 
Losses and loss adjustment expense j ~. $26, 233, 197 
Commissions and brokerage -.. 12, 796, 66% 
Salaries__- Ses icelindincieniaibadiicsit 3, 340, 389 
Taxes, other than Federal and ‘foreign taxes 
on income ; 7 1, 486, 938 
All other underwriting “xpens 2, 791, 310 
598, 406 


Statutory underwriting loss___-_ 541, 002 
Investment income: 
Pease Gn eens. ~.« i, 733,063 
Interest on bonds and mortgages_______-_- ae 797, 920 
I a rill icant ! 197, 167 
Realized net profit on sales of securities___.___-_- 1, 855, 661 


Total- scan eeeeiodone be ‘ 4, 561, 789 
Less investment expense_______- 206, 749 


Net investment income —_________- 3 <a . : 4, 355, 040 


3, 814, 038 
Amount payable to Transamerica Corp. in lieu of Federal 
income taxes for the year 1954 (less $4,496 adjustment 
for prior year)*_. 
Foreign income taxes paid latencies 9, 498 
—— 698, 419 


Statutory net profit ‘ 3, 115, 619 


1 Includes Pacific National Fire Insurance Co. and its subsidiary, Premier Insurance Co., 
Manufacturers ( ‘asualty Insurance Co. and its subsidiary, Manufacturers Fire Insurance 
Co., Paramount Fire Imsurance Co., and Automotive Insurance Co. 

2 Bonds carried at $3,368,758 are on deposit with public officials as required by law. 

* Capital stocks are stated at market values furnished by the National Association of 
Insurance Commissioners. Such values exceed the cost of these securities by $14,507,317 
as shown by the reserve for unrealized appreciation of security investments. 

* Charge in lieu of income tax is computed on a separate return basis ; however, taxable 
income is consolidated with that of Transamerica Corp. and certain subsidiaries and the 
charge does not purport to represent a proportionate share of consolidated tax. 
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Combined statement of earned surplus 


Balance at Jan. 1, 1954__- is Wane " __. $2. 045. S57 
Add: 
Statutory net profit for the year ended Dee. 31, 1954_ $38,115, 619 
Add minority interest in net loss of Manufacturers 
Fire Insurance Co___- 


: 8, 115, 642 
ote... - Me Soci : 7 A 5. 161, 499 
Deduct: Cash dividends paid_ ; : s 875, 000 


Balance at Dec. 31, 1954__- : : ees 4, 286, 499 
GENERAL METALS CorP. AND SUBSIDIARY 
Consolidated balance sheet. Dec. 31 


ASSETS 
rrent assets: 
Cash on hand and demand deposits 
Trade accounts receivable (less allowance for bad debts 
($125,755) —..- 

Inventories : * 
Finished products and work in process 
Raw materials____- athe 
Manufacturing supplies 


8, 574, 581 

Total current assets____- 5 .__~ 14, 296, 205 

Other assets ieethiie atiie achchcame aes : 111, 930 
Property, plant, and equipment (at cost, except land in 
the amount of $482,783, which is stated at amounts de 

termined by appraisals in 1928 and 1929) :° 

hatte Ocean as ck tiechaipatel aina'wnmhascoee 

Buildings and equipment_ a = 

Less allowances for depreciation and 

amortization____-_ 8, 487, 


$16, 544, 7 


s. O56, 9S 1 
, 751. 959 
Deferred charges ____-- saddles es 570, 781 


LIABILITIES 
Current liabilities : 
Vayments on long-term contract due in 1955____- ' ‘ $44, 000 
Notes payable—unsecured : 
NO a ; _ $5, 000, 000 
To Transamerica Corp___—-~--~- be Os 2, 500, 000 
———_ 7, 500, 000 
\cecounts payable —___~_- ‘ 
Taxes, other than Federal taxes on income___-__ ‘ ; 
Amount payable to Transamerica Corp. in lieu of Federal income 
taxes, less $52,164 refund due for a prior year St 491, 836 


Total current liabilities_________ ——— . 9, 968, 698 


inventories are included (1) $2,671,337 at lower of cost (generally first-in, first-out 
thod) or market; (2) $4,872,954 at lower of average cost or market: (3) $1,030,290 at 
ling prices less percentages to reduce to approximate factory costs. 
* Includes approximately $2,585,000 of fully amortized emergency plant facilities and 
‘responding allowance for amortization, and $2,673,340 of certified facilities 


not fully 
ortized. 
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Consolidated balance sheet, Dec. 31, 1954—Continued 


LIABILITIES—continued 


Long-term indebtedness (less current maturities) : Property purchase 
contract—payable $11,000 quarterly._......................._.- SY9, OOK 











Reseive for field service and product guaranty_____________________ 86, 44° 
Capital stock and surplus: 
Capital stock ($5 par value): Authorized 1,000,000 
shares; outstanding 550,000 shares______________ $2, 750, 000 
Surplus: 
Unearned surplus, representing appre- 
ciation of land based upon apprais- 
als (no change during year)_____. $314, 007 
Paid-in surplus (no change during 
year ) Sciihinbdnisinedainn ayy ee 
PG NEI cect eiectndidmmnaninenil 9, 487, 084 
— — 10, 826, 732 
-— —- 13, 576, 732 
FI = ox:isicananipiccepicennibudacecuniadieaiesmitaiinia dacs iat a i a 23, 730, 875 


Statement of consolidated profit and loss, year ended Dec. 81, 1954 


Net sales cease _ i ale a at hal i eee ee $35, 236, 634 
COTE OE I i ee ced aneniaenie ean nie 30, 545, 66: 
Total z = ee seen eae fei ce 4, 690, 971 


Selling and administrative expense 


ieee 3, 173, 209 


Total = 


a en ee eee ee _ 1, 517, 672 

en ee ne — ~ > s en a eae eee ees eee en 197, 372 
Total as eae ate ea eae ea ee ee res 1, 715, 044 
COR innocent chad emmensaaeta kamen bee ot es Dis, 874 
TNs cinsscoicatencnemntutnneee nse Tiemann ae ee ee a eee 1, 141, 170 


Amount payable to Transamerica Corp. in lieu of Federal 
income taxes for the year 1954, less $306,498 adjust- 
ments for prior years—estimated *_____....___________ $237, 502 
Renegotiation refund applicable to a prior year____.__-_--_ 100, 000 
———_—- 33T, 50 


i 5, SRE ip RES Rae a ceo 303, 668 


1 Charge in lieu of income tax is computed on a separate return basis; however, taxable 
income is consolidated with that of Transamerica Corp. and certain subsidiaries and the 
charge does not purport to represent a proportionate share of consolidated tax. 

2 Certain business done by the company during the years 1951 through 1954 is subject to 
renegotiation. It is believed that refunds, if any, will have no significant effect upon the 
financial statements. 


Provision for depreciation and amortization of property, plant, and equipment 
for the year amounted to $840,638. 


STATEMENT OF CONSOLIDATED BHARNED SuRPLUS 





po ee | Rear ee ee a ee ee $9, 343, 416 
Add: Consolidated net profit for the year ended Dec. 31, 1954 803, 665 














Pree ian ce emcee acetal a nite sient ta slits oni itindien 10, 147, O84 
Deduct: Cash dividends paid—$1.20 a share_______-------__----__- 660, 000 





Balance at Dec. 31, 1954 9, 487, 084 


aaNet Mas 


ee 


De 
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ve 


CoLUMBIA RIVER PACKERS ASSOCIATION, LNC. 


i Balance sheet, Dec. 31, 1954 
ASSETS 
Current assets: 
Se aa a a a - $340, 361 
Accounts receivab le: 
a ti at lel eel $1, 456, 207 
I ata esl taal 43, 712 


_ 1, 499, 919 

Inventories, at cost (first-in, first-out basis) or 
market, whichever is lower: 

Finished goods, including prepaid freight of 

$72,084 on consignments_ ee 4, 503, 004 





pS a a ee ee Sicien ee 741, 257 
Materials and supplies__........._.___- iiesilles 672, 074 
— oe 5, 916, 335 
Advance payments on fish purchases__________-_________-_____- 162, 211 
SS ELE LL LLL! LOTTIE ATL cael ; 54, 237 
NOI A a cn anaes sina tee anes 7, 973, 063 


Investments and other assets: 
Investment in Excursion Inlet Packing Co. (50-per- 


Gebt owned). Bb ceti.. ic... $272, 852 
Amounts due from fishermen, partially sec ured, less 

allowance for doubtful accounts of $129,603_-___- 35, 446 
Other investments, at nominal value________--~-~- 1 


a TUS, 299 
Property, plant, and equipment: 
Land, at appraised value in 1924 and subsequent 
rae GE is a a i iii nen 694, 669 
Buildings, machinery, and equipment, at cost, less 
accumulated depreciation of $3,505,707____ -_-~- 1, 977, 790 
a 2, 672, 459 


11, 353, 821 





LIABILITIES, CAPITAL STOCK, AND SURPLUS 
Current liabilities : 


Notes payable to bank—unsecured___---_____-------------_-- $1, 700, 000 


Trade accounts payable______--___-___-__~_- somlibiaedinaaisetcgle 317, 

Amounts due to fishermen______-_._-_____ lc Ione tal 68, 810 
ES A ETE ER TD Ssehledicnljedibocicedtia Sekt 161, 339 
Amounts withheld from employ  ... niassomieaitt. i soles slant haat 48, 213 


ee I SS ee 36, 050 
Federal, State, and Territorial taxes on income_ eet ee 469, 548 
Current maturity on long-term debt 323, 937 


ap eeieaaieietidieeiniinlin sip wom acabnnhclitgpsan.cin ilpittienansiiilii OL0, Te 


Total current liabilities__._._..__...._._.-___ Le eihs ae 3, 125, 371 


Long-term debt: 
Term note payable, 4 percent (minimum), due 
$75,000 quarterly until Sept. 30, 1960, and $100,- 
000 quarterly thereafter______._____~ cotati eile’ 2, 125, 000 
RI, TR ies isincsbshblninnded weyheduapnig ntti 109, 886 


2, 234, 886 
Less portion classified as a current liability.__.____ 323, 937 


: 1, 910, 949 
Capital stock and surplus: 


Commonstock, par value $5 a share: Authorized 


400,000 shares; outstanding, 334,275 shares______ 1, 671, 375 
Ge ee ne ee ap iommeteabindiectainwnanan 690, 217 
Harned surplus ($2,867,000 restricted under terms 

rn Ca 8, 955, 909 





—— 6,317, 501 


11, 353, 821 
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Statement of profit and loss, year ended Dec. 31, 


Net sales ‘ . 3 ond acrbobiiohe nectar 933, 250 
Cost of products sold ’ ; - ss a 2 291, 022 


712, 228 
Selling, general, and administrative expense__ , 549, 231 


1, 162, 997 


Other income: 
Gain on disposal of depreciable property__ S86, 017 
25, 625 


—_—-~ 111, 642 


Miscellaneous 


1, 274, 689 
Other expenses: 
Interest expense : 146, 022 
Idle vessel expense 51, 587 
Miscellaneous 


274, 615 
Profit before taxes on income_- paces Sie S a Sess rca 1, 000, 024 
Provision for Federal, State, and Territorial taxes on income 


Net profit : oe . : Su pode ee 
Adjustment of prior years’ Federal income taxes and depreciation __ 


Net profit and special charge_- 476, 912 


Provision for depreciation of buildings, machinery, and equipment of $250,747 
is included in the above costs and expenses. 


Statement of surplus 
Earned Capital 
Zalance at Jan. 1, 1954___~_- zi aa $3, 646, 134 
Ada : 
Net profit and special charge for the year_____-_~- 476, 912 
Amount transferred from common stock account in 
connection with a revaluation of common stock 
from no par value to $5 par value during the 
year ad Gre hea ee $690, 217 
$4, 123, 046 $690, 217 
Deduct: Cash dividends paid—$0.50 a share____- 167, 137 





Balance at Dee. 31, 1954_- : 3, 955, 909 690, 217 
AvupITor’s REPORT 


Boarp OF DIRECTORS AND SHAREHOLDERS, 
Columbia River Packers Assocition, Inc.. 
Astoria, Oreg.: 

We have examined the balance sheet of Columbia River Packers Association, 
Inc. as of December 31, 1954, and the related statements of profit and loss, capital 
surplus, and earned surplus for the year then ended. Our examination was made 
in accordance with generally accepted auditing standards, and accordingly in- 
cluded such tests of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 

In our opinion the accompanying balance sheet and statements of profit and 
loss, capital surplus, and earned surplus present fairly the financial position of 
Columbia River Packers Association, Inc. at December 31, 1954, and the results 
of its operations for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding 
year. ° 

Toucue, Niven, Bartey & Sarr. 

SEATTLE, WASH., February 17, 1955. 
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ALLIED BUILDING CREDITs, 
Balance sheet, Dee. 31, 1954 


ASSETS 
Cash 5 $6, 037, 560 
Accounts and contracts receivable__ 1, 870, 288 
Amounts withheld by banks under note sales agreements 9, 971, 508 
Mortgage loans and advances secured by real estate and 
chattels: 
Mortgage loans—$4,181,790 insured or guaranteed by 
U. S. Government agencies- . $4, 274 


Advances during construction__- ; 3, 993, 529 


Installment notes receivable 2,612,475 insured by a U. S. Govern 
ment agency 


Total cash and receivables 
Other assets: 
Investments (advances for construction, ete.) in com- 
munity construction projects_ ; $4, 416, 522 
Real estate acquired by foreclosure_- : 18, 561 
- ’, O83 
Cash on deposit for trust funds (contra) —-______- s , O85, O82 
Furniture, ete., at cost, less $369,497 depreciation and amortization__ 330, 320 
Prepaid expense ew Dlatiadumeaee 5, O83 
Do, S45 
LIABILITIES 
Current liabilities : 
Notes payable to banks—unsecured_____-_ , 300, 000 
Accounts payable and accured expense ceaia , 992 
Owing to Transamerica Corp. in lieu of Feder: al taxes on income 27, 114 


Total current liabilities B ; 3 2,106 
Trust funds deposited in special ace ounts (contra )- », O82 
Unearned discount and fees on notes and mortgages ; . 95, 483, 154 
Provision for losses : 2, 934 


Capital stock and surplus: 
Common stock ($10 par value) : Authorized and out 
standing 1 million shares *____- se & $10, 000, 000 


Earned surplus.._........._.... es 6, 252, 569 
——— 16 252 | 


36,655, 8 845 


‘The company has agreements to sell installment notes to 25 banks, without recourss 
except to the extent of reserves withheld by the banks. At Dee. 31, 1954, the unpaid 
balances of such installment notes (not reflected in the balance sheet) were $73,705,897 
and the reserves withheld by the banks in connection therewith were $9,971,508, of which 
latter amount $5,857,651 relates to principal balances which are insured by a U. S. Govern- 
ment agency. 

2On Dee. 15, 1954, the company redeemed all of its preferred stock, which stock was held 
by its parent, Transamerica Corp., and sold to the parent 340,000 additional shares of 
common stock. 


Statement of profit and loss, year ended Dee. 31, 1954 
Income: 

From installment notes: 

Discount earned oa 

Interest, penalties, and extension charges- 

, oe0, 

From mortgages: 

Interest earned__ = ee 

Service nd arges and commissions_ 


Other income __ 
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Statement of profit and loss, year ended Dec. 31, 1954—Continued 






Expense : 
General and district office expense______- wutcoeneseeus My Oy ee 
Interest and discount expense__.......___.____--. 3, 296, 269 
Provision for losses__ eee asians 629, 689 
—_—————_ $6, 885, 172 








Cilia tai 










1, 557,114 
Amount payable to Transamerica Corp. in lieu of Fed- 
eral taxes on income for the year, less $786 refunds 
I I iii erteceicee eects oe gaint orm tdenaeninaeconte adie 826, 328 








Net profit.___-_- Spenepaee deere A aii eeteemeition 730, 786 


* Charge in lieu of income tax is computed on a separate return basis; however, taxable 
income is consolidated with that of Transamerica Corp. and certain subsidiaries, and the 
charge does not purport to represent a proportionate share of consolidated tax. 













Statement of earned surplus 
Balance at Jan. 1, 1954 z li i SS oa tees tate 
Add: Net profit for the year ended Dec. 31, 1954-._--_-_-_----------- 730, T86 


6, 492, 569 
Deduct: 
Cash dividends paid—$1 a share on 4 percent cumula- 
five preferred -etoek 5 5 6 cuiicesash-pa- nis $160, 000 
Premium paid on preferred stock redeemed and re- 
tired Dec. 15, 1954--- i _. 80,000 
——— 240, 000 














eT wan veneehesiee! ) My Seding ie 












Balance at Dec. 31, 1954 


CAPITAL Co. 


Balance sheet, Dec. 31, 1954 






ASSETS 
mI RS AR tele _-= $1,082, 681 
Notes receivable: 
Installment real-estate notes—secured by first 
I icc hans bs nadine ipindmemmnackcnehtaneain a: $1, 992, 003 


Officers and employees—secured______._._____--~- 11, 239 
Miscellaneous (less allowance of $11,564). ___ si 57,151 





—— 2, O90, 393 
Accounts receivable (less allowance of $2,000)__________ eet 1, 874, 950 
Investments in subsidiaries—capital stocks—at cost (equity in book 
I TI I I ca ines isin ees pa ee cnr tales dee eb 80, 810 
Real estate and equipment: ’ 
Land (including $498,506 unamortized cost of oil 
a ED nae nek ciehaes --- $315,007 





























Buildings and improvements... ._--- $4, 785, 003 
Less allowance for depreciation_____- 1, 594, 209 

— —— 3,190, 794 
Oilfield and other equipment____-~ 1, 071, 205 
Less allowance for depreciation______— 778, 154 

a 8938, 051 
Land and improvements—cost not yet allocated ___ 143, 694 


—_——————_ 11, 548, 176 
Other assets: 
Investment in partnership and in real estate held 
in cotenancy at cost’ ce = vaieaee meee 








DIE oc tiritincniee ds pea hen tedadinne tenant acentaaraiadeds 561, 338 
——- — 2,170, 547 
Deferred charges: 
Tax amounts with respect to certain capital 
gains—Federal $385,187, State $59,260 7________ 444, 447 
Other . site iait ie  aate ac ae seeedl Caine 143, 658 





See 588, 105 


19, 430, 662 





See footnotes at end of table, p. 403. 
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Balance sheet, Dec. 31, 1954—Continued 


LIABILITIES 
Accounts payable ae 
\ecrued liabilities (including $362,683 owing to Transamerica Corp. 
in lieu of Federal taxes on income) aca Bee ied mee 636, 954 
Deposits on leases and uncompleted real-estate sales_____ . 45, 400 
Long-term indebtedness: Installment real-estate notes payable 
secured by first deeds of trust * section lanes —— , 625, 097 
Owing to affiliates_._......_...___- ASD 1 of 826 
Deferred income—profit on sales of real estate to affiliates eae 176, 569 
Capital stock and surplus: 
Capital stock ($10 par value) : Authorized and out- 
slate see 2a... _ $2,000, 000 
Surplus: 
Paid-in surplus_________ a= $a, 10a, 219 
Harned surplus______--~- 7, 318, 684 
———_——— 10, 050,803 


$686, 013 


12, 050, 803 


19, 430, 662 


Real-estate notes payable are secured by properties having an aggregate net carrying 
alue of $7,951.750. 
2Palos Verdes Corp. (21 percent owned) was substantially liquidated as of Sept. 30, 
1954. Investment cost of properties distributed will be allocated between the partnership 
and the cotenancy upon completion of appraisals. Federal capital gains and State franchise 
taxes on indicated taxable profit resulting from the liquidation have been deferred pending 
iltimate disposition of the properties. Such profit is determined on the basis of preliminary 
ippraisals and has not been recognized for accounting purposes. 


Note.—At Dec. 31, 1954, the company was committed to purchase from an affiliated com- 
pany, in the event of certain happenings, approximately $340,000 of construction and 
veterans’ trust deed loans made or to be made. 


Statement of profit and loss, year ended Dec. 31, 1954 


Income: 
Real estate division : 
Rentals, crop sales, ete 
Less operating expense 


Property management fees_-_ 


Vil, gas, and mineral division: 
Rents, royalties, sale of oil, etc__ 1, 855 
Less operating expense S 348, 605 
663, 250 
2 244. 282 
General and administrative expense: 
la a ea ee 
Other office and general expense 
1, 300, 665 


943, 6 17 
Other income: 
Profit from participation in real-estate develop- 
ments__ =) oe 277, 090 
Interest earned__- ; 127, 839 
Miscellaneous —_-~_ 13, 478 


7 362, Oo 124 
Other deductions: 
©il-well development and intangible drilling costs_-_ 479, 528 
Interest 176, 321 
Net loss on real-estate sales................- 14, 752 
—_—__—_- 670, 601 


691, 423 
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Ntatement of profit and loss, year ended Dec. 31, 1954—Continued . 
Deferred Federal tax amount with respect to certain 

capita gains $385, 187 % 

Less: Amount payable to Transamerica Corp. in lieu of é 

. . > A 

Federal taxes on income~ x 

; 

Net profit ‘ 7 in 113, 927 i 

See note 2 to the balance sheet 7 

: re in lieu of income tax is computed on a separate return basis; however, taxab 






consolidated with that of Transamerica Corp. and certain subsidiaries and tl 
ze does not purport to represent a proportionate share of consolidated tax. Taxab! 
me is reduced by certain items not recognized in the accounts for the year, principal 


$500,000 loss on sale of a building written-down on the books in a prior year. 





eke, 






rte 











Provision for 1954 depreciation of real estate and equipment charged 
expenses amounted to $383, 980. 










Statement of surplus 









Paid-in surplus: 





Balance at Jan. 1, 1954- Sa _. $3, 874, 80 
Deduct: Par value of 114: 269° shares of c apite il stock distributed 
oe a ebook dividemG. soso Ss 1s rite Ke. eee sat 1, 142, 69 { 






SSRI NE BPR AE. ANN Oi ile ain bas dicsiitb cide erniicscnihesetd. dessa 








Earned surplus: 
Balance at Jan. 1, 1964. wsiiccicecscadbde . 
Add: Net profit for the year ended Dec. 31, 1954__- 








Deduct: 





Cash dividends paid_- 









Balance at Dec. 31, 1954 ae ib 7, 518, GS 








SANCA D’AMERICA E D'Ivarira (ITALY) 







Condensed statement of condition, December 31, 


ASSETS 








Cash on hand and due from banks___-_--_-_~-_~ eee sd Lit.30 
















Government bonds and treasury notes_____-___-___________ 4, 200, 842, 50 
sonds and cash securing outstanding checks and deposits 24, 702, 930, 30s 
Other securities______ aie aaidsasiacen cciome ncosahie oe eas nado 2, 179, 865, 364 
Loans on securities and other collateral atthe aapekenine oa 16, 208, 570, 444 
re se 19, 024, 944, 481 
nt i 25, 041, 233, 748 
Customers’ liability under acceptances and guaranties, ete__ 11, 675, T76, 276 4 
Bank premises and investments in subsidiaries owning bank 

premises (revalued in accordance with Italian law), and 

I NII» 2, 021, 661, 12% 
ee ee ae ne. a 4, 864, 148, 294 : 
I CI oo caesar ce en neato et a a 295, 906, 974 : 
Staff liquidation NE, sei char eS orien ce lat 2, ¢ 347, 800, 730 4 














148, 506, 909, 190 
















CRN on ee St ar as er eae us 300, 000, 000 
Surplus __--__ ce re A i 1, 126, 666, 667 
Undivided profits SS Se 478, 383, 618 
Reserve arising from re valuation__ bhatt ert ce eeeth 939, 333, bo 


emma Cs a ii iii ins rah slat ieee 118, 034, 934, 251 
Acceptances and guaranties, etc... << ~..-ssoee-siiiuuns 11, 675, T76, 276 


Dieceunt collected but not earned._._...................... 535, 642, 067 


nS © OI? a as 3, 558, 374, 235 
Other liabilities and provisions for future contingencies____ 3, 509, 998, 013 
Ne, AOI i ae eimai 2, 347, 800, T30 








506, 909, 190 





z 
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STATEMENT OF CONDITION, STIX TRANSAMERICA BANKING SUB 
SIDIARIES, JUNE 30, 1955 
THE First NATIONAL BANK OF PORTLAN 
Statement of condition, June 30, 1955 
RESOURCES 

sh in vault and in Federal Reserve Bank $89, 720, 614. 02 
tue from banks 50, 045. 576. 55 
Total cash 139, 766, 190. 57 
ited States Government obligations, direct and fully guaran- 
reed ‘. 216, 441, 015. 68 
“bligations of United States Government agencies 17, 224, 655. 78 
Strate, county, and municipal bonds and warrants $1, 933, 519. 96 
ther bonds 100, 152. OO 
Stock in Federal Reserve bank 1, 500, 000. OO 
ans and discounts 381, 671, 841. 69 
Of this total $85,515.288.92 is wholly guaranteed o1 sured 
by the United States Government or its agencies 
ued interest receivable 3. 654. 503. 39 
nk premises, furniture and fixtures, and safe deposit vaults 9, 850, 397. SO 
ther real estate owned 155, ZOS. 31 
rhis property is held for future bank expansion 
istomers’ liability on accounts of letters of credit, acceptances 
nd endorsed bills__- — ‘ 2, O89, O75. 72 
ther resources ay ; 532, O98. 34 
Total resources________ . J 854, 918, 649, 24 
LIABILITIES 
ipital —_ : 20, O00, 000. OO 
Surplus . 30, 000, 000. OO 
divided profits x ee maa 3, 136, 488. 10 
Total capital funds 136. 488. 10 
teserve for possible loan losses 3, 241, 321. 24 
This reserve is to apply against any loan losses that may 
develop in the future; it has not been allocated to any 
particular loans or type of loans. 
eposits : 
Demand eect Ss ath , 7 174, 384. O25. 64 
Savings and time : 302, 645, 451. 73 
Total deposits... —_- . rie aa T7717, 029, 477. 37 
ibility for letters of credit and as acceptor, endorser, or 
maker of acceptances and foreign bills ’ 2, O89, O75. 72 
nterest received in advance wins tie - .% 2. 65 
teserve for interest, dividends, taxes, etc : : a, , ote. 16 
ther liabilities ; 345, S72. 00 
Total liabilities 5 S54, 918, 6 24 
First WESTERN BANK & Trust Co 
Statement of condition, June 30, 1955 
' ASSETS 
4 Cash and securities 
3 Cash and due from banks_—- Seabbpeliancccbuagileiies . $74,899, 941. 98 
4 United States Government securities__ = ee 1290, 795, 57H. 34 


State and municipal securities_______- ed : * 66, 242, 812. 69 
Other bonds and securities mh Bidsntosaee Z *8, 651, 941. 74 
eS ee dco eedane a E 440, 590, 271. 75 


tid 


$85,915,100 principal amount deposited as security for 


public and trust deposits and for 
thful performance of court and private trusts. 
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turd 
sTate 


June 30 


ment of condition, , 1955—Continued 


ASSETS—continued 
Loans: 
Real-estate (guaranteed or 
States Government or its agencies) 
Other real-estate 


loans___—- 
aI I I i ie - 
Total 
Other assets: 
Income earned, but not collected 
sank premises and equipment 
Other real estate owned 
Other 
Total__- 


loans insured by the United 


Total assets 


Deposits: 
Demand deposits 
Time deposits 
United States Government deposits___......-----.--..-- 
ee Se NE ihn rtictnntimmrenanananusnsclinsiiee 
_ | 
Other liabilities : 
Reserve for possible future loan losses___..._.._._....-- ~~ 
Accrued interest, taxes, and other expense 
Income collected, but not earned 
Other liabilities__ 
Total... 
Capital accounts : 
Capital stock 
Surplus__--- 
Undivided profits sade httaahis tielaricilelaieteislell ide Wtintcalintiincnets 
‘Total... ; 


Total liabilities 


NATIONAL BANK OF WASHINGTON, 
Condensed statement of condition, June 30, 1955 


RESOURCES 
Cash and due from banks_..........-._--..._. $19, 353, 131. 
U. S., Gov ernment sec urities isceainhs3i Ahan Aadabeaemmcaeeeie 35, 532, 423. 


9, 873, 878. 
216, 326. 5 


58 
36 


Other ade and sec urities Sati teateh Sukie Lee 


Total cash and securities 

Loans guaranteed or insured by the U. S 

ernment or i 
Other loans and icecntn i cin ie el ipa Arce inap ls sgn plored coast 
Federal Reserve bank stock 
Bank premises, furniture, fixtures, and safe de- 

GE WI sits eecniingsipiene neice ai ha learnt Senge lp inion 
Other real estate owned 
Interest earned—not collected 
Customers’ liability letters of credit 
Other resources 


Dota WEG UT COR ctscinc thence mercccmsttbisiatibistihutih 


TAcoMA, WASH. 


564, 061 
106, 


381, 911. 


92, 003, 114. 2 


365, 949, OOF 


2. 855, 955. 91 
10, 129, 198. 7 


1. 


1, 332, 752. 96 


14,31 


820, 857, 267, 72 


7, 908. : 


251, 653, 857. 7 
442, 158, 204. 6 


6, 257, 700. 
51, 359, 136. 


751, 428, 898. : 


, TOS, 191: as 
9, 658, 969. 3 


26, 250, 000. 


28, 750, 000. 0 
4, 769, 399. 87 


59, 


$64, 975, 760. 
26, 728, 531. 


47, 579, T07. 5 


225, 000. 


2, 023, 292. 


206, 963. 
405, 
665, 469. 


769, 399. 87 


$20, 857, 267.7 


01 


RS 
» 


a 


OO 


62 
60 


2.51 


95 


o> 


123, 662. 22 


142, 933, 760. 


31 
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Condensed statement of condition, June 30, 1955—Continued 


LIABILITIES 

Deposits : 

Demand __-~_- __.. $69, 988, 258. 18 

Savings and time 00, 412, 619. 96 

Total deposits ____- : ee ; $130, 350, 878. 14 

Interest collected—unearned_______________ 736. 434. 81 
Liability under letters of credit________ : 665, 469. 95 
Other liabilities Sashes : ae eee : 65. 051. 99 
Reserve for interest, taxes, efte_______________ 463, O73. 31 
Reserve for possible loan losses____- soe ; . 960, 608. 84 
COGENT sto nce nk abies ecw ene: Smee _ $3, 750, 000. 00 
SS aac a ies cece cece se - ame = 3, 750, 000. 00 
Undivided profits ___.___-- ie cctinnians dag ae 


Total capital funds___-_ 


Total liabilities__...____- 


BANK OF NEVADA 
Statement of condition, June 30, 1955 
RESOURCES 
Cash on hand and due from banks__________ canieensneyin Oy Oe, aoe: 6 
U. S. Government obligations ie 3, 907. 5 
State, county, and municipal obligations__ are : . 95s 
Other TRE in ake i au 
Loans guaranteed or insured by the U. S. Government 
a ois ds ecmvcdaitiane: oinienbicaabuseastia Noe ae 

Other loans and discounts___ 


tank premises, Safe-deposit vaults, and equipment_ 
CRE tiene creer rie tira nice nmtitping mtr siahatimalbeconcsinnahich 


Total resources_______- 


‘ ed 210, 468. 21 
SR ice ocala sscakenpeibgpiteineion arden witilie ash 8, 611, 995. 41 


I I ii serine icnlsShteiahataep taint cis ates pele citea teceinadl 27, 822, 463. 62 
Reserve for taxes, interest, etc ; Mrs 125, 931. 11 


CR ; eat 468, 631. 07 


CAPITAL 
Capital stock ___~~_- ; ‘ ae! 900, 000. 00 


SOT icc heathen stecenees Vinten aa 900, 000. 00 
Undivided profits_._._.__._....._-- i ded: a ‘ 198, 509. 74 


Total capital funds........_ ~~. che boaas __.-. 1,908, 509. 74 


‘Potnl  Habitities..............~- a 30, 415, 535. 54 


First NATIONAL BANK oF NEVADA 
Condensed statement of condition, June 30, 1956 


RESOURCES 


EE Se Se a a | | ae, 
A A ae ectimmenenitcevens 73, 050, 004. 
State, county, and municipal bonds 5, 928, 787. 
Other bonds and securities 9, 850, 332. 
Loans guaranteed or insured by the U. S. Government or its 

agencies___ 21, 919, 924. 
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Condensed statement of condition, June 30, 1955—Continued 


RESOU RCES—continued 


(jther loans and discounts___- s me las __. $56, 251, 066. 
Bank premises, vaults, and equipment__ on hain : - 2,957, O76. 7 
{income earned, but not collected_____ : ; 750, 567. 9: 
Prepaid expenses . eee oka 254, 192. 
Other resources ; = os ; 115, 134. 


Total resources a ae 203, 144, 173. 57 


LIABILITIES 


Demand deposits—__ a. 12% caries mt: 7 S $125, 576, 
Savings and time deposits sy es ; ; a 63, 063, 


Total deposits__.- iain ; : ad 188, 639, 5 
( ipital ; $5, 000, 000. 00 
Surplus _.. 5, 000, 000, 00 
Undivided profits a 2 2, 617, 595. 58 


Total capital funds 
Reserve for taxes, interest, ete ‘ 
income collected, but not yet earned__ 
Other liabilities 


Total liabilities : ; 203, 144, 
First NATIONAL BANK OF ARIZONA, PHOENIX, ARIZ. 
Statement of condition as at the close of business, June 30, 1955 


RESOURCES 

Cash and due from banks ; ~ $33, 257, 561. 04 
United States Government securities__ coos : 40, 011, 750. 19 
State, county, and municipal securities___ roe 10, 013, O89. 06 
Other securities ; . a a Rue 1, 920, 433. 36 
Federal Reserve bank stock ; . =. se me = 288, 000. 00 
Loans guaranteed or insured by the United States Government 

or its agencies Rice >! : peleanited 8, 932, 106. 50 
Other loans and discounts : 7 7 . _. 57,912,314, 89 
Interest accrued receivable 1 . 675, 100. 32 
Bank premises and equipment____-___~ ‘ 2, 609, 418. 48 
Investments indirectly representing bank premises 5 . 975, 000. 00 
Other resources ee ‘ 249, 799. 38 


Total resources = ; _ 166, 844, 573. 22 


LIABILITIES 
Deposits : 
Demand . ‘ S __. $115, 081, 971. 36§ 
Time ; raed 37, 915, T56. : 
+ 152, 997, 727. 70 
Reserves—taxes and interest eae Ea ccnaeaieecaiaae 782, 180. 19 
Unearned discount—_- eens 1, 182, 059, 24 
Other liabilities : Sk art eee rs 253. 597. 98 
(‘apital stock - . oa. 5 L cdg 4, 800, 000. 00 
Surplus : ; ees 4, 800, 000. 00 
Undivided profits ‘ ’ ; 2, O79, OOS. 11 
—_——— 11,679, 008.11 
Total liabilities_—- enmatseatled  —_ inde Be _. 166, 844, 573. 22 


Mr. Bererano. On page 18 of that report, First National Bank of 
Portland, Transamerica and its subsidaries owned 67.09 percent of 
the capital stock as of the end of last year. 

First National Bank of Arizona, on the same basis, we own 79.21 
percent, 
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The National Bank of Washington, in the State of Washington, 
Transamerica and subsidiaries own 62.29 percent. 

Senator Bennert. Is there any bank you own in which you own 
less than 50 percent ? 

Mr. Bererano. We have investments in banks less than 50 percent, 
but we consider them investments and we do not have anybody on 
their boards of directors. They are simply investments. But we do 
own stock in other banking institutions other than the ones I 
mentioned. 

Senator Bennerr. But I want to clear up that one point and under- 
score it: In those cases, do you not attempt to elect your representatives 
to the board of directors ¢ 

Mr. Bererano. I can think of only one exception to that. I will 
have to qualify it in one exception. 

We have a large investment in a Los Angeles bank known as the 
Citizens Bank & Trust Co. Our investment there runs approximately 

4 percent, and we have been privileged to name five directors of the 
total directors as so-called representatives. 

Senator Bennerr. What is the total number of directors? 

Mr. Beverano. I think there are 20. 

Senator Bennerr. I press that point because there was earlier dis- 
cussion with Congressman Multer about the opportunity to acquire 
control by an ownership of as low as 11 percent. 

Mr. Beterano. | heard the testimony, and I have never experienced 
the it. We don’t control this bank. We have had as much as 

3-percent investment in that bank for a great many years and have 
increased it recently to 2714, and we have had the privilege of naming 
5 directors for a great many years in this same banking institution. 

Senator Bennerr. So the number of directors you name approxi- 
mates your ownership in total outstanding stock of the bank? 

Mr. Beterano. Yes, sir. 

Senator Bennerr. Would you like to amplify your statement as to 
why you think your banks give better service than the banks with 
which they compete ? 

Mr. Bererano. I would, sir. There were two other banks that I 
have not mentioned 

Senator Bennert. I am sorry. 

Mr. Bererano. Because it happened to be on another page. 

Senator Bennerr. All right. 

Mr. Beverano. Transamerica at the end of last year owned 76.28 
percent of the First Western Bank & Trust Co.—that is a California 
bank—and at the end of last year owned 99-percent of the First 
National Bank of Nevada. 

Today that 99 percent is less because we have agreed to comply 
with the request of many of our customers and friends in Nevada to 
participate in the ownership of the bank and have allotted a hundred 
thousand shares or 20 percent of the bank for that purpose. 

Senator Bennett. You expect to reduce it to approximately 80 
percent ? 

Mr. Beverano. Well, we will reduce it more than 80 if the custom- 
ers there want it. We are not selling it through any firms, and they 
are buying it as they want it. But we have allotted ‘the first huridred 
thousand for that purpose if they desire it. 
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Senator Bennerr. Would you like to move over to the other ques- 
tion and amplify your statement that your banks give better service 
than their independent competitors ? 

Mr. Beverano. Yes; I would. 

I think that we probably spend more money and time in trying to 
develop new ideas of banking. I think we were foremost, to give an 
example, to develop a method of extending credit against accounts 
receivable. There were a great many banks that were afraid to issue 
credit against accounts receivable. 

I recall that we were one of the early firms to design field ware- 
housing. It was difficult to find a way to properly lend money to 
people who wanted to build a fence around an area and store their 
jumber there and gain credit through that procedure. 

I recall that insurance rates were so high in the mountainous States 
at times that it was prohibitive even when we were willing to lend 
that money, and we took a foremost part in the development of the 
insured warehouse rec eipt so that we could overcome that objection 
and so that the rate, using a common denominator, could be brought 
down to make it possible for someone to borrow money by that method. 

L think you will find that our banks were foremost in lending money 
to people on their own name, one signature, because we are firmly 
convinced that the best security is the character of the man who 
borrows the money. 

I think you will find that we are one of the first to add to that in 
insurance so that if a man died the note was paid off and we were not 
required to compel his widow to meet the debt. 

I think we were one of the very first that encouraged men to come 
cff the street and borrow money on their automobiles at a very low 
rate in comparison to the then existing rates by finance companies. 

We think it is unfortunate that the workingman or the man who is 
in the lower income bracket has to go to finance institutions who 
charge as high as 36 percent a year in some of the States in which we 
do business to borrow a hundred dollars when they can borrow it from 
us at a nominal rate. 

We also try to design our banking hours to fit the needs of the com- 
munity. There are 2 great many not only small but large bankers 
that are not in agreement with our procedure. Some laws compel us 
to close on Saturdays and, of course, we have to obey the law. 

But where we have permissive laws, we try to do what the people 
want us to do. 

The bank in Portland, First National Bank of Portland, in the 
State of Oregon, has 70 offices. The majority of those offices stay open 
6 days a week until 5 o'clock every day, ineluding Saturday, because 
the people want it that way. 

Now, of course, that is expensive. We only work our employees 
5 days 2 week. It means a revolving staff. So it is very expensive. 

Senator Bennerr. It is worse than that. You are destroying an 
ancient tradition of banker’s hours. 

Mr. Betcrano. Asa matter of fact, Senator, we have exploded that 

radition a Jong time ago. When you walk into our banks, you don’t 
go through a lot of glass doors to find the president. You find him 
sitting out with the rest of the people that run it. 

We think that we are no better or no worse than any other individ- 
ual employed any place. The only thing we sell is service, and on 











CONTROL OF BANK HOLDING COMPANIES All 


top of that we are supposed to be merchandisers of credit, and we are 
supposed to keep these beautiful edifices open so the little fellow can 
walk in there and not be taken. 

We sell a money order, Senator, equivalent to a postal money order 
for less money than the customer can get it from a post office. 

Senater Bennerr. We will charge. you with a postal deficit now. 

Mr. BELGRANO. You may indeed because we are going to see that 
even Government if it wants to compete with us will compete on a fair 
basis. 

Senator Bennett. Fine. 

I think the committee would like to have you tell us what your pres- 
ent relationship is with the Bank of America. I am sure there is a 
good deal of confusion about that. 

Mr. Beterano. I thank you for that question because I am asked that 
question so often. 

We have nothing to do whatsoever with the Bank of America. Now 
the question is a proper one because the Bank of America and Trans- 
america were founded by the same person, Mr. A. P. Gianinni. 

Starting back in 15 137, Transamerica started to divest itself of some 
of the stock. I think it was 58 percent at that time, and gradually 
that ownership was reduced until 1952 through a syndicate headed by 
Dillon Reed and Blyth & Co. We disposed of every share of stock of 
Bank of America. There are no directors of Bank of America on any 
of the directorships of our banks. There is no director of Bank of 
America who is a director of Transamerica. We are competitors. 

When we had our suit with the Federal Reserve Board which lasted 
over 4 years, we got a clean bill of health from the circuit court in 
Philadelphia and “the Supreme Court of the United States. It was 
decided then that they did not control us and we did not control them 
and we should be competitors, and today this First Western Bank & 
Trust Co., with 59 officers in 44 communities, is competitive with the 
Bank of America. We are across the street from Bank of America 
in many, many instances. 

Senator Bennerr. Is that the only community in which you are 
directly competitive? 

Mr. Bererano. It is the only community because Bank of America 
is entirely confined in the State of California and, of course, by law, 
and Bank of America cannot own any nonbanking subsidiaries. So 
it is the only place in which we are competitive. 

Senator Bennerr. Could you tell the committee which of your non- 
banking subsidiaries operates outside of the States in which you have 
banks? What is the geographical relationship between the two 
chains? 

Mr. Bercrano. Well, the Occidental Life Insurance Co. operates 
in every State but the State of New York. They operate in seven 
provinces of Canada. I may miss some of this. 

Senator Bennerr. By the way, at this point does the committee 
have a list of your nonbanking companies? Ts that in this same 
statement ? 

Mr. Bererano. Yes. If I may add this—— 

Senator Bennett. We all have a copy of the statement. 

Mr. Beterano. Pacific National Fire Insurance Co. does business in 
every State in the Union and, as a matter of fact—Pacific National: 
all States of the Union, Hawaii, Alaska. 
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International America Underwriting Association: Puerto Rico, 
Japan, Philippine Islands, Israel, and Ceylon. 

Paramount Insurance Co. is licensed in all States with the exception 
of Connecticut, Delaware, Maine, Massachusetts, Nevada, New Hamp- 
shire, Rhode Island, and Vermont. 

Manufacturers Casualty Co., licensed in all States except Massa- 
chusetts. 

Manufacturers Fire Insurance Co., licensed in the following States: 
Texas, Pennsylvania, California, Nebraska, Ohio, and Wisconsin. 

Allied Building Credits does business in all but a dozen States in 
the Union, has 35 offices scattered throughout the United States. 

General Metals Corp. has plants in Oakland, San Francisco, South 
San Francisco, Vernon, which is surrounded by Los Angeles, Holly- 
dale, which is a small town out of Los Angeles, Burbank, Houston, 
Tex., Wheeling, W. Va. 

I think that about covers it. 

Senator Bennerr. Have you put in your statement the fact that 
you have 120,000 stockholders? 

Mr. Beigrano. Yes, sir. 

Senator Bennetrr. Do you have a schedule which shows the geo- 
graphical distribution of those stockholders ? 

Mr. Beierano. I have a schedule, Senator, which is the last I have 
in my possession. It is a January date and does not show the new 
stockholders, but it does by State show where we have stockholders. 

Senator Bennerr. Well, I think the committee would like to have 
that, if itis the latest. It would be adequate to show. 

Mr. Beverano. I will be delighted to submit it. 

We have many stockholders. For instance, in the State of New 
York, Senator Lehman’s State, we have 10,691 stockholders, almost 
2 million shares. Then that, of course, drops way down in States such 
as yours. 

Senator Bennett. The State of Utah is mine. 

Mr. Bererano. Yes, sir, has 195 with about 20,000 shares. It goes 
up and down. 

[llinois has 1,203 stockholders with 138,000 shares. 

So I would be glad to submit this. 

(The schedule referred to follows :) 


Tae see em alba 
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Distribution of Transamerica stock, by State, number of shares accounts, and 
then number of shares, disregarding hal/ shares 








Shares Number of ‘ Shares Number of 
accounts shares s1ccounts shares 

Alabama 81 6, 703 New Jersey 1. 755 143, 962 
Arizona ° 267 New Mexico 107 4, 959 
Arkansas 53 New York 10, 691 1, 922, 888 
California =" 83, 601 North Carolina 141 15, 573 
Colorado . 408 North Dakota 53 1, 605 
Connecticut S47 Ohio 1,010 
Delaware 92 Oklahoma. . 72 
District of Columbia 279 Oregon 1. 435 
Florida 480 Pennsylvania 1, 368 ‘ 
Georgia 116 Rhode Island 174 13, 676 
Idaho 143 South Carolina 36 5, 095 
Illinois 1, 203 South Dakota 74 2, 921 
Indiana 273 rennessee 168 15, 700 
lowa 244 Texas 610 32, 570 
Kansas 136 Utah 195 19, 963 
Kentucky 94 Vermont 79 4, 168 
Louisiana ‘ 142 Virginia 218 28, 026 
Maine 126 Washington 2, 033 133, 720 
Maryland 380 West Virginia_ -- 70 7, 349 
Massachusetts 1,048 Wisconsin 321 28, 093 
Michigan ‘ 628 W yoming 25 865 
Minnesota 496 United States Territories 206 12, 744 
Mississippi 45 
Missouri 557 Total United States 113, 489 9, 777, 102 
Montana 167 Canada 147 17, 059 
Nebraska. __- 124 Other countries 854 64, 938 
Nevada 554 52, 
New Hampshire 62 2, 375 Total 114, 490 9, 853, 300 


Senator Bennerr. After the wink from the chairman, the Senator 
from Utah will have to explain that he is not one of those 195 stock- 
holders. 

Mr. Beverano. Well, I am sorry that that happens to be so, sir. 

Senator Doverass. The same thing is true of the Senator from 
[]linois. 

Senator Bennerr. You have supplied your report for the record ? 

Senator Frear. Yes, it has not been admitted to the record. 

Mr. Bererano. May I have it understood, sir, that that does not 
include the new capitalization ? 

Senator Frear. Sir? 

Mr. Beierano. That does not include the new capitalization. That 
is December 31. 

Senator Frear. Yes. 

Mr. Bererano. And in May of this year, we added capital funds 
of about 52 million to that. 

Senator Frear. If you would prefer, certainly, and want to give 
a new statement, it will be made part of the record, including that. 

Mr. Betrerano. Thank you. (See p. 425.) 

Senator Frear. I would like to also suggest—lI don’t want to inter- 
rupt, though 

Senator Bennerr. I am down to my last question. 

Senator Frear. You might get an accurate statement from your 
transfer agents, the Bank of Americ: 

Mr. Bexerano. I think we have sista transfer agent. 
prefer the Bank of America rather than the other, Senator ? 

Senator Frear. Yes, because that was a western question. 





Do you 
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Senator Bennett. The last of Senator Bricker’s questions is, would 
you like to amplify your statement—I think on the first page of your 
statement—that this is a death-sentence approach. 

Mr. Beterano. Well, I don’t know what else we can call it when we 
are asked to either give up all of our nonbanking interests which 
are important or give up our banks which are equally important to 
us than death-sentence legislation as far as the concept of a bank 
holding company is concerned from our viewpoint. 

It may not be so where you find a bank holding company who has 
confined all of its assets in banks but we are on the other side of the 
fence. 

We do not quarrel with the other type of bank holding company. 
We think it is up to management to decide what kind of a “bank hold- 
ing company they want to operate because we think that the person 
who desires to purchase stock in a bank holding company will make 
it his business to find out how they conduct their business, and if 
they want to be confined entirely to banks they will buy stock in a 
bank holding company that follows that practice, while stockholders 
such as ours will buy stock in our company if they believe in this sort 
of diversification. 

I recall 2 years ago when I appeared before this committee 
ator Capehart was then the chairman—when Senator Robertson made 
a remark—it is in the record—that this is legislation that is death 
sentence as far as some of the holding companies are concerned, that 
all it does is cuts off your arm and lets you bleed to death. I think 
that washislanguage.  - 

Senator Bennerr. Just for the record, if I correctly read the state- 
ment in your report on page 18, approximately 60 percent of your 
assets at the carrying value are in your banking subsidiaries, and the 
remaining 40 percent are in the other subsidiaries. 

Mr. Beterano, I think that is right, when you say “carrying value.” 

Senator Bennerr. That is right. 

Mr. Beterano. But, of course, today’s market value or liquidating 
value of our banks and our insurance companies are tremendous in 
comparison to the others. 

Senator Bennerr. To take the other column on your ee 
which you have headed “equity in book net assets value,” is about 3 
percent ¢ 

Mr. Bererano. Well, now, let’s take an example. Take Occidental 
Life. We show a carrying value of $6,576,000, and we say equity 
net asset value $64,071,793. 

In my humble judgment that company is worth $250 million. It 
earned $12,500,000 after taxes, which is 5 percent on $250 million. 
So even this figure of $64 million is not anything near what this 
company is worth. 

Senator Bennerr. Well, I wasn’t getting to the question of its value. 
[ was trying to get the approximate difficulty of your problem. If 
this bill goes through and you are required to divest, are you actually 
divesting yourself of the big end of the value in your present invest- 
ment or the small end ? 

Mr. Beverano, It depends what value we are going to consider, and 
I think we should consider what is the true value of the company. 

Senator Bennerr. I would assume if you are going to divest you 
are going to sell it at the best possible price. 
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Mr. Beterano. Well, the Senator isn’t going to determine whether I 
have to sell it or whether I have to spin it off, is he ¢ 

Senator Bennett. Don’t let’s go down that path. I didn’t want to 
confuse the issue particularly with this question of relative values. 
I was just trying to get the approximate balance between the banking 
and the nonbanking activities of the company. Is it fair to say at 
least, that the nonbanking activities are greater than the banking 
activities? Is that mght? 

Mr. Berarano. Well I wouldn’t want to answer that until J put 
what I believe to be a going value price on our banks. I think that 
although these bank stocks are carried at our costs that our banks 
are worth even much more than indicated here on the equity basis. 

Senator Bennett. Well, then, you can’t tell the committee what the 
balance would be ¢ 

Mr. Beterano. I could supply that information to the committee. 
[ think if you are eliminating our fish company, metals company, 
capital company, why, that doesn’t mean anything. Our big interest 
is banking and insurance, but to tell you which is more important, I 
would have to give that some more thought. 

Senator Bennerr. I was just taking the subtotals in the columns 
in your statement. 

Mr. Bererano. If you take those subtotals on equity and book 
value then your calculation undoubtedly is correct, but I come back 
and say that I don’t agree that those are the values to be placed on 
those companies. 

Senator Bennerr. You remind me of my father who was a very 
cautious man and he kept books very meticulously, but he always liked 
to write in the margin his estimates of the values of his assets so he 
would feel good, feel better than the statement would allow him to 
feel on the basis of the standard normal procedure. 

Occasionally, particularly in the thirties, the figures he wrote were 
very sad, and that is what we have here. We have the statement 
according to legal and required accounting practice, which is carry- 
ing value A, and then we have the figures in the other column, which 
is a statement made at some time of—well, this is the book net asset. 
Then maybe there should be a third column out here headed “Mr. Bel- 
grano’s current estimate,” with the real value of these assets, which 
would be much higher. 

Mr. Beverano. Well, as a matter of fact, if you look back at our 
statements, part of my being the head of this company, there was 
always a statement in ‘there—my predecessor always estimated what 
he thought it was worth. I never have, because I don’t think any- 
thing is “worth anything until I liquidate it. I don’t know what it is 
worth until I sell it. Then I want to be sure that the check is—— 

Senator Bennerr. Good. Is drawn on a Transamerica bank. 

Mr. Breverano. Yes. 

Senator Bennerr. Thank you very much, Mr. Chairman, and Mr. 
Belgrano. I appreciate the opportunity to perform this service for 
my colleague. 

Senator Frear. I think, in fairness to a statement I made during 
Senator Bennett’s $ questioning regarding your transfer agent being 
Bank of America, there was no insinuation in that whatever. It may 
have been, I can understand, that you had them as a transfer agent 
a long time ago and you just never changed it. 
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Mr. Bererano. That is quite correct, and I think you will also see 
there is a transfer agent in New York known as the City Bank & 
Farmers Trust Co. 

Senator Frear. That is right. 

Mr. Beierano. So we have two transfer agents. 

Senator Frear. Is Transamerica interested in the bill—I believe 
it is before the Senate now, sir—regarding the duty on plywood or 
plyboard ? 

Senator Bennerr. Hardboard. 

Senator Frear. Hardboard. 

Mr. Beverano. I have never heard of the bill. We have an invest 
ment. I don’t know whether that prompted the question. 

Senator Frear. Yes. 

Mr. Beterano. We had an investment at one time, Transamerica 
and its subsidiaries, of, oh, maybe 90,000 shares of the Georgia Pacific 
Plywood Co., and as of this date today that investment is reduced 
to 45,000 shares. 

All of the shares we now own are in the Transamerica Corp. We 
have no connection whatsoever with the company. I was personally 
invited to take a place on the board; declined it because it was an 
investment. It stands us about $10, a little less. I think it was bid 
$33 on the market today. 

Senator Frear. Yes. That did prompt the question. 

Do you know if your members of the board of directors of Trans- 
america are in any manner substantial stockholders in the Bank of 
America ¢ 

Mr. Bererano. No; unfortunately, I have no way to know that, 
— than in 2 or 3 instances where people will tell me. 

I didn’t know that Mr. Field had such an investment in Bank of 
America until I heard him testify. I knew he had a block of stock, 
but I didn’t realize he had that much. 

I think that out of my directors—I am thinking that because of their 
tenure of service that probably the ones who would have a substan- 
tial amount of Bank of America stock would be 5 oldtimers, namely, 
Mr. DeMartini and Mr. Bricea, and maybe Mr. Cavagnaro. 

I do not own a single share of stock in the Bank of America 

Senator Frear. Of course, I assume that the shareholders of Trans- 
america that own less than one-half of 1 percent would include your 
board of directors? 

Mr. Beterano. Oh, yes, indeed. 

Of course, as you know, under the securities and exchange laws 
we have to show on our proxies what we own and we also have to 
show when we sell and when we buy. 

The largest stockholder that I know and, of course, some stock 
may be in the names of trustees—it is difficult to know, but we have 
a stockholder that has a little less than 35,000 shares. He is the 
biggest stockholder. We have 11,200,000 shares outstanding. So 
it is quite a big firm. 

Of course, it has been said many times that our stockholders are 
identical. Obviously they are not, because over the years one sells 
and buys, and then this new issue, for instance, that I just sold was 
sold to new people through 276 houses. So they can’t be identical 
unless somebody just we anted to buy some. 

Senator Frear. Senator Douglas. 
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Senator Doveias. Mr. Belgrano, I notice from your statement on 
page 18 of the description of your banking and subsidiaries—it is 
really a part of your annual reports—that you now apparently have 

1 bank in each of 6 States as subsidiaries. 

Mr. Betcgrano. We have 1 bank in each of 4 States, and in Nevada 
we have 2 banks. 

Senator Doveias. That is correct. 

Mr. Beterano, So we are only in 5 States, but 2 banks in Nevada. 

We have a small bank with headquarters in Las Vegas, and the 
people there desire to have their hometown bank. 

Senator Doveias. And you have consolidated the small banks 
which you held separately into these dominant State banks? 

Mr. Beterano. Yes, sir. 

During the time of our controversy with Federal Reserve we were 
estopped from accumulating these banks and making branches of 
them until that matter was settled, so that what would presume to 
look like a wholesalse combination was done after it was resolved. 
When that was over, of course, we asked for wholesale permits to 
put together all these little banks we had been running independently 
awaiting that decision. 

Senator Dovetas. The question I would like to lead up to is this: 
Is not branch banking permitted in all of these five States? 

Mr. Beterano. Yes, it is, and encouraged. 

Senator Dove as. Well, now, that raises the question, Suppose any 
1 of these 3 bills is passed, and suppose that you are prohibited by 
the Federal Reserve—or whatever other authorities are set up—from 
acquiring additional banks, but there is nothing to prevent your 
existing banks from having further branches, so that you can expand 
vour banking business through more branches; is that true ? 

Mr. Beverano. Well, I don’t know that it is. I can’t answer the 
question, but if it is, and we are prohibited from acquiring banks 
and not prohibited from adding new, de novo branches as such, why 
then we could obtain approval, I presume, if we could show cause that 
the bank was needed. 

Senator Frear. Senator, if I may be permitted? You have two 
banks in Nevada; do you not? 

Mr. Beterano. Yes, we do. I corrected 

Senator Doveras. No branches. 

Senator Frear. Yes.. They all have branches, but the others are 
branches of one bank, I believe. 

Mr. Beterano. Yes. 

Senator Doveias. Four of these banks are national banks? 

Mr. Beterano. Yes, sir. 

Senator Doveras. Arizona, Washington, Portland, and First Na 
tional of Nevada ? 

Mr. Betgrano. Yes, sir. 

Senator Doveras. The First Western would be a State bank? 

Mr. Bererano. A State bank, and Bank of Nevada is a State bank. 

Senator Doveras. If you obtained permission from the Comptroller 
of the Currency in the case of 4 national banks so you would have 
branches even though the law was in effect, could you not expand / 

Mr. Bererano. You mean today ? 

Senator Dovaras. No. If these laws were passed, could you not 
still expand by the device of having more branches? 
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Mr. Beierano. We could expand, I presume from your statement, 
P ‘vy having the Comptroller grant us a permit for a de novo bank, a new 
bank. 

Senator DoveLas. No; branches of existing banks. 

Mr. Beverano. Yes. The term used in the Comptroller’s office 
when we apply for a new branch in a locality, we call it a de novo 
branch. 

Senator Dovuerias. De novo branch. 

Mr. Beverano. Of the existing bank. 

Senator Doveras. In the case of the Bank of Nevada and First 
Western Bank & Trust Co., if you had the permission of the State 
banking authorities vou could have branches there / 

Mr. Betarano. We require the permission of the State superin- 
tendent and the Federal Deposit Insurance Corporation. 

Senator Doveias. The query I was raising was in view of your 
consolidation whether these bills really check your powers of expan- 
sion in these States in the banking field. 

Mr. Beierano. Well, it does in this regard, that it would disallow 
us to consolidate with another institution in the State or to acquire 
existing banks and, of course, most of the branch banking systems 
out our way have grown because of consolidations and the acquiring 
of assets rather than by the opening of de novo branches in the States. 

Senator Dovetas. I notice that yeu have five insurance subsidiaries. 

Mr. Beiterano. We have six. We have seven, including Occidental. 

Premier Insurance Co, is owned a hundred percent by Pacific Na 
tional and wouldn’t show. 

Senator Doveias. You only have five listed here. 

Mr. Beverano. Because it is owned by Pacific National—Premier 
Insurance Co. 

Senator Doveias. You say that is entirely owned by 

Mr. Bererano. By Pacific National, and this business is auto- 
inobile 

Senator Doveras. It is a subsidiary of Pacific National ? 

Mr. Beterano. Yes, sir, and its business is entirely the writing of 
automobile finance business. 

Senator Doveras. Could you tell us what this volume of business 
is? 

Mr. Beterano. I will have to supply that for the record. I recall 
that it was started some years ago with a capital of $200,000. We 
made a contribution of a million and a half to surplus, but I would, if 
I may be permitted, give you the volume of business of the last 5 years 
if you would like to have that. (See p. 425.) 

Senator Doveias. And then you say there is a seventh insurance 
company. 

Mr. Beterano. The other thing, if it is not listed, would be the 
Manufacturers Casualty Co. has a subsidiary known as the Manu- 
facturers Fire Insurance Co., and that is a very small company, but 
I will be glad to give you the income on that company also. 

Senator Doveias. Now, your two real estate development sub- 
sidiaries. 

Mr. Beterano. One, sir, ABC, Allied Building Credits, the one 
that has 35 offices in the United States, deals in FHA loans but pri- 
marily in modernization paper, title 1. It accumulates title 1 paper 
and then resells it to banks all over America. It stands on its own 
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feet and has lines of credit in the principal banks of America of ap- 
proximately $28.5 million. And as it accumulates these papers, it 
resells it and services the paper for the banks. . 

Senator Doveias. You say that is a real-estate finance organiza- 
tion rather than a real-estate development. company. 

Mr. Bexerano. Yes, sir. And as a matter of fact, it is an old one. 
We purchased it from Weyerhauser interests in St. Paul a good many 
years ago. 
~ Senator Doveras. The Capital Co., however, is a real-estate de- 
velopment company. : 

Mr. Bexcrano. It is a real-estate company. It subdivides areas for 
development, for homes, for shopping centers. It is now building two 
big shopping centers for Macy's of New York, one near San Jose, 
C‘alif., and one near San Andreas. It just went into a small participa- 
tion with Great Lakes Carpet Co., acquiring 1,000 acres in the Los 
Angeles area. And its business is along those lines. It will also buy a 
site and build a building and lease it to national concerns. 

Senator Dove.as. Are there any real-estate development companies 
which are not direct subsidiaries of Transamerica, but which are sub- 
sidiaries of subsidiaries of Transamerica? That is, do you have any 
real-estate development companies comparable to Premier or Manu- 
facturers Fire. 

Mr. Bererano. No, we do not, sir. 

Senator Doveras. In the field of manufacturing, you mentioned 
two major companies, General Metals and Columba River Packers 
Association. 

Mr. Beverano. That is all we have. 

Senator Doveras. And there are no subsidiaries of subsidiaries. 

Mr. Beterano. I think each of those has a subsidiary, but it doesn’t 
mean anything. 

Senator Dovcias. They are subsidiaries of the manufacturing com- 
panies rather than of the banks or the insurance company. 

Mr. Bererano. Yes. But I think—General Metals has a sales or- 
ganization, and I think the other has something along that line. But 
they are not in a different line of business at all. 

Senator Doucias. None of your subsidiary banks or subsidiary in- 
surance companies have subsidiaries in manufacturing. 

Mr. Beicrano. No. And although you know, Senator, that the 
law does provide that lending can be had between the banks and com- 
panies to an extent, as a matter of policy we prohibit it. We just do 
not allow it. We don’t think it is good business. 

Senator Doveras. I was going to come to that question. The cash 
balances of your insurance companies, where are those deposited. 

Mr. Betcrano. All over America. 

Senator Dove.as. I know. But take, for instance, the cash balances 
of Occidental Life Insurance Co. in California. Where would they 
be deposited ? : 

Mr. Bererano, In innumerable banks. 

Senator Doveias. Would they be deposited in the First Western 
Bank & Trust Co. ? 

Mr. Bererano. I would imagine they would have a deposit, but I 
would imagine that the deposit would be much less than other banks. 
because it depends on whether Occidental has a pension plan, for in- 
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stance, with a large concern. When you do, you have demands of 
where your money ought to be. So that Iam sure we could give you 
lists. (See p. 425.) 

Senator Doucias. What I am trying to get at is whether your idle 
insurance funds in the various States in which you have banking sub 
sidiaries are deposited with those banking subsidiaries or whether 
they are distributed generally. For instance, in Portland, where you 
have keen rivalry with this other firm, do Columbia River Packers 
mn your seven insurance companies deposit their funds with your 

ival bank ? 

Mr. Beicrano. They have to if they obtain credit from them. For 
instance, I will give you an example. They recently paid off their 
loan, because this is the season of the year to pay it off. But Columbia 
River Packing Co. has a long-term loan with a bank in New York, 
and they have to keep a deposit against that loan. Now, they have 
a short-term loan and have had for years with the Bank of America. 
So I imagine—the president of that company is here and can speak 
for himself—if I were in the Bank of America, | would demand that 
deposit. The Columbia River Packing Co. happens to have its prin 
cipal place of business in Astoria, Oreg. The First National Bank 

* Portland has a branch there. And I am very positive that their 
daily payroll accounts are right there. 

Senator Doveias. The same thing would be true of General Metals / 

Mr. Betgrano. Yes, indeed. General Metals, I would presume, 
would have some account maybe in Houston and Oakland and then 
have an account in San Francisco also. 

Senator Dove tas. And deposit with the subsidiaries of Trans 
america or with the Bank of America. 

Mr. Bergrano. Wherever they receive their credits. You see, so 
long as we will not lend them 

Senator Doveias. That is the next question. Where do they get 
the credit ? 

Mr. Beierano. Well, I have to do this by memory, and if I have 
to correct this, I shall. I think that the long-term loan of the Co- 
lumbia River Packers is with the Marine Midland Bank in New York. 
Their short-term credit was with Bank of America. The last I heard 
the cycle came when they owed them nothing. The bank credit. of 
the General Metals Corp. was still with Bank of America. This is 
an old connection. And when we accumulated our funds in selling 
this new issue of stock, we loaned the money to General Metals and 
took their note on the theory that we might as well have them pay us 
the interest than to give it to someone else. 

Senator Dovetas. What about the two real-estate companies, one 
dealing in title 1 paper and the other real-estate developments. 
Where do they get their credit? 

Mr. Bercrano, They have, as I stated, lines of credit of approxi- 
mately $28.5 million, and they keep an account with all of the banks 
that give them a line. So they have accounts in Chicago and New 
York. (See p. 425.) 

Senator Dovetas. The Bank of America is not excluded from the 
deposits of these companies ? 

Senator Doucias. Nor the banks which are subsidiary to Trans- 
uimerica are not excluded. 
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Mr. Betcrano, No, except in that particular case, I don’t know 
whether the *v would have an account, except a nomin: al one, with our 
hanks. because a don’t allow them to sell us this paper. So we don’t 
buy this paper from them. And therefore it is a 

Se oo Dovetas. The Bank of America doesn’t buy the paper? 

Mr. Beierano. | am talking about our banks, Transamerica banks. 
he Bank of America buys paper from them and so do all of the big 
banks in America. 

Senator Doveras. The Transamerica subsidiaries do not. 

Mr. Beicgrano. We do not allow them to sell this paper, and there- 
fore there is no reason for them to carry an account with us. 

Senator Doveias. Except friends ship. 

Mr. Beigrano. Friendship. And I hope they have an account. But 
| doubt if they have one in every one of our banks. I don’t think they 

Big 

his: nator Dove tas. | notice that you own 196,000 shares of stock of 

» National City Bank of New York. Could you tell me approxi- 
mately what percentage of the outstanding shares ae at is? 

Mr. Beragrano. Well, with the new deal I cannot tell you, but it is 
small. But we own more than that, Senator. You see, we own some 
in the subsidiaries, and I would say we own closer to 250,000 shares. 
Now, let me go back. That was a big bunch. At one time we owned 

about 10 or 11 percent of that bank, and that happened when we got 
mixed up with some Wall Street people, a man by the name of Elisha 
\W at and when we were looking a the window he gave our bank 
away, the Bank of America NA to National City Bank and we ended 
up ‘eith all this National City Bank paper, We owned a lot of nee 
once We own very little in comparison now. It is a fine banking 

nstitution, but we lost one in the shuffle. We have no representi ition on 
the board of that bank at all. We consider it as a strict investment. 
‘The amount of stock has been on the decline instead of upward, because 
every now and then when the market is favorable, we dispose of some 
of it. 

Senator Doveras. You are severing the cord which connects you 
or Which did connect you with the National City Bank, is that right / 

Mr. Beucrano. Well, I wouldn't put it that way. I think that it is 
more beneficial to Transamerica Corp. and i s banks to own a few 
shares in all of the principal banks in Aivabiek than to own a lot of 

hares in one bank, because we expect services from these banks. It 
might interest you to know that—we don’t make any use of it because 
we don’t need it—but Transamerica has opened lines of credit with the 
principal banks of America, at the lowest available rates, of $109 
million, if we need funds tomorrow. And therefore we see no reason 
to invest all of our funds in one particular bank. We ought to do 
business with all banks. 

Senator Dovetas. I notice on page 9 you have a banking subsidiary 

Italy. | 

Mr. Bererano. Yes, sir. 

Senator Doucias. Which has 61 offices. 

Mr. Beterano. Yes, sir. That is a bank that we have had for a 
great many years. I have just completed a survey of its operations. 
During the many changes that h: appened in the Italian Government 


mostly becanse of the recent w ars, it was anybody's euess of what tha 
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subsidiary was worth. And if you will notice, on page 16, we own 
94.52 percent. That originally cost us $9,110,681. There was a reserve 
set up against it, many years ago, which gives us a carrying value of 
$5,871,233. Our recent survey shows that its value today, without any 
bonus for its de »posits—I am talking about physical value, is some- 
place between $10 million and $11 million. 

Senator Doveras. Is this a part of the old bank of Italy, which as 
I understand it preceded the Bank of America. 

Mr. Bererano. No, sir, the Bank of Italy was a California corpo- 
ration and of course confined all of its business in California. This is 
an accumulation of banks that Mr. Giannini and his friends in Italy 
put together and gave the name of Banca d’ America e d'Italia, and of 
course it has no connection with the Bank of Italy as such. Legally 
it was owned by Transamerica Corp. The Bank of America still does 
quite a business between the two banks. Naturally the Bank of 
America, being a very large bank, has a large foreign department. 
Our banks have very small foreign departments. You probably know 
there isno American branch bank in Italy. 

Senator Doveias. National City doesn’t have any? 

Mr. Bererano. No, sir. There is no Chase National, no National 
City, no Bank of America. So this bank is the closest thing we have 
toit. And with all of the Government money that is spent there and is 
leing spent, it goes usually through this bank because of the American 
ownership. It is the ec ‘losest thing we have to an American setup over 
there. The other banks pulled out of there a good many years ago. 

Senator Doveras. I notice there is no member of the Giannini 
family on your board of directors. 

Mr. Bererano. There is not, no. There is only one active member, 
close member of the Giannini family left, and it is the daughter, Mrs. 
Clair Giannini Hoffman. She is a member of the board of directors 
und executive committee of the bank. 

Senator Doveras. That is the Bank of America. 

Mr. Beterano. The Bank of America, not our bank. We have no 
interlocking directors whatsoever. We are distinct and separate. 

Senator Doveras. Thank you, Mr. Chairman. 

Mr. Beterano. Thank you, Senator. 

Senator Frear. With regard to the purchase of stock in the Na- 
tional City Bank in New Y ‘ork, I believe you said back sometime you 
had an interest in wanting a director in that bank. Was that the rea- 
son he continued to purchase stock in it / 

Mr. Bererano. He didn’t purchase stock. The stock was taken 
in exchange for the stock of the Bank of America N. A., which was 
situated at 44 Wall Street. It was a New York bank that we used 
to own. And then we accumulated this stock in the exchange of 
stock. When Mr. Giannini temporarily retired, and when this com- 
pany was headed by Mr. Elisha W alker—now, at that time we held 
quite an interest, I think it was 10 or 11 percent. And Mr. Giannini 
at that time asked for representation and got it, and then his son 
later succeeded him. When his son died—I am glad you asked that 
question. Transamerica was invited to name someone of our choice 
to sit on that board. We declined the invitation. We considered 
that that investment—we have great faith in the management of the 
bank, we saw no reason 
Senator Frear. How long ago has that been / 
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Mr. Betrcano. Oh, Mr. Mario Giannini passed on about 1952, I 
think it was, not long ago. I remember who was substituted, because 
they thought they would substitute a westerner, and Mr. Follis, the 
chairman of the board of the Standard Oil Co., which we have nothing 
to do with whatsoever—we own a few shares of stock in it like we do 
any companies- received the appointment. He happens to be a 
direetor of the Crocker First National Bank, which is a very strong 
con \petitor of ours. 

Senator Frear. Was there ever a time when Mr. Giannini did want 
membership on the board ¢ 

\ir. Benerano. Yes, indeed. And I think the record will show 
that he probably had as much to do with cumulative voting for banks 
as any fellow that ever liked, thank God. We believe in it. 

Senator DoueLas. You believe in cumulative voting ? 

Mr. Beterano. Yes. 

Senator Doveias. Good for you. 

Mr. Bexcrano. I think anything else lets the little fellow out on 
the end of a limb. I have been reading your statements with great 
pleasure. 

Senator Frear. You can see how unbiased I am in the decisions ren- 
dered here. I brought that out just so Senator Douglas could have 
something in common with you. 

Mr. Bererano. Every little fellow can do what he pleases in our 
bank. 

Senator Frear. You realize I am a strong opponent in that case, 
but nevertheless—— 

Mr. Bererano. I disagree with you. 

Senator FRear. We are glad that Senator Douglas has had the op- 
por tunity of having something i in common with you. 

Mr. Beterano. Thanks very much. I think we have a lot of things 
in common. 

Senator Frear. That was the only reason for the question. I 
thought you would get to that, and if you did not. I was going to 
ask you. 

That is all T have. Thank you very much, sir. 

(The following was later submitted by Mr. Belgrano supplementing 
his testimony. ) 


SUPPLEMENTAL STATEMENT OF FRANK N. BELGRANO, JR., CHAIRMAN OF THE BOARD 
AND PRESIDENT OF TRANSAMERICA CORP. 


In the course of my testimony before your subcommittee yesterday, there were 
several points on which I was requested, or granted permission, to submit addi- 
tional material for inclusion in the record. This submission is made in order 
to comply promptly with such requests. 

After I had challenged various statements made by the preceding witness, 
Representative Multer, the chairman of the subcommittee suggested that I sub- 
mit for inclusion in the record additional material on the points. In complying 
with the chairman’s suggestion I shall not burden the committee by a discussion 
of each of the statements made by the Representative which I believe cannot be 
substantiated, but am limiting consideration to the following illustrative and 
important points: 

(1) In opening his discussion of the bank-holding bills, Representative Multer 
made some broad references to concentration of wealth and credit power, and 
indicated a parallel to the nationalization of the Bank of England, a country 
where the number of banks had been reduced to a mere handful and eventu: ally 
nationalized. The history of banking in our country is directly to the contrar y. 
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\s Comptroller of the Currency Gidney pointed out in his testimony before your 
subcommittee on July 5, 1955, the number of banks in the United States has 
remained relatively constant for the past 20 years. In 1934, there were about 
15,000 banks in the United States. At the end of last year, the number of banks 
was approximately 14,400. Furthermore, as Federal Reserve Board figures show, 
the percentage of banking offices and deposits of holding company banks has 
declined appreciably in recent years. 

(2) In his discussion of directors of holding company banks, Representative 
Multer refers to such directors as “dummies” and states that in most instances 
holding companies either have the directors’ qualifying shares assigned back 
to them or have agreements with the directors requiring them to sell the stock 
back to the holding company at any time. 

In answer to this, I cannot give too much emphasis to the fact that the di- 
rectors of Transamerica banks exercise their unfettered judgment in all their 
actions. This was graphically demonstrated by the testimony of such directors 
themselves before your committee. The allegations with respect to the agree 
ments covering directors’ shares are equally unfounded. Every Transamerica 
director who wishes to purchase outright his qualifying shares may do so, and 
almost all of the directors of Transamerica’s banks have done so. Of a 
total of 108 directors of the 6 Transamerica-controlled banks, .&3 own their 
shareholdings outright. The qualifying shares for the remaining 20 director- 
ships are held under agreements which allow for repurchase by Transamerica. 
Almost half of these 20 are directorships held by 2 Transamerica vice presi- 
dents who are the Transamerica banking experts sitting on the boards of the 
banks. The remaining few special agreements are with directors (several of 
whom are bank employees) who, for personal reasons, did not choose to buy 
their qualifying shares outright. If the director holding any such shares so 
desires, he may purchase them outright at any time. 

In short, completely contrary to the suggestions contained in Representative 
Multer’s testimony, Transamerica encourages all of the directors of its banking 
subsidiaries to purchase their qualifying shares outright and substantially all 
of them have done so. 

(3) Representative Multer also stated that he thought there was much sub 
stance to the charge that smaller banks do not get as much considération as 
big banks from the Federal Reserve Board. This statement cannot, in my opin- 
ion, be substantiated. In all of our experience with both State and Federal bank- 
ing authorities, we have always found the Federal Reserve Board, the Comptrol- 
ler of the Currency, the Federal Deposit Insurance Corporation and the State 
banking authorities equally fair in dealing with all banking organizations re- 
gardiless of their size. 

(4) In response to certain questions by Senator Lehman, Representative 
\Multer said that-much bank stock is held by pension funds and by foundations 
which do not want to get involved in the affairs of the banks and therefore 
do not execute proxies or send a representative to vote their shares. In sharp 
contrast to this statement, inquiry will plainly show that pension funds, founda- 
ions, and other important institutional holders are among the stockholders 
who show the keenest interest in keeping track of management and exercising 
their rights as stockholders. In this connection, it may be of interest to the 
cominittee that at Transamerica’s last annual meeting of stockholders, more 
than 75 percent of the total shares outstanding voted. 

In reply to a succeeding question, Representative Multer went on to indicate 
that a bank holding company would, in cases where it controlled a minority 
of the steck of a bank, send out requests for proxies to the stockholders of a 
bank. I know of no case where a bank holding company would send out a 
proxy solicitation to the stockholders of the bank. Any proxy solicitation 
would of course be made by the management of the bank. 

In view of the fact that certain of the statements made by Representative 
Multer might well give the subcommittee a misconception of the operations of 
bank holding companies and their subsidiary banks, we have singled out above 
for comment some of the points on which he apparently was not familiar with 
actual practice. With respect to the many other areas in which his statement 
does not, in our opinion, reflect the actual situation, we respectfully refer the 
committee to my testimony and that of the other witnesses who testified yester- 
aay. 
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In addition to the foregoing material relating to Representative Multer’s 
testimony, we were to supply the following information for inclusion in the 
record : 

(1) The Transamerica annual report for 1954 which was introduced in the 
ecord does not reflect the current capitalization of Transamerica, which ob- 
tained approximately $52 million in new capital by a stock issue this May. As 


{ 


of June 30, 1955, the capital structure of Transamerica Corp. was as follows: 


Capital__----------------------- eae - ‘ __ $22, 400,000 
Paid in surplus—preliminary z 109. 899. 681 
Earned surplus—preliminary. 89. 381.531 


Total capital accounts- 2°?1, 681, 212 


Total’ per eam: lb. ie li ‘ $19. 75 


There is attached, for inclusion in the record, a statement of condition at 
June 30, 1955, for each of the six Transamerica banking subsidiaries. These 
statements of condition reflect the substantial changes in the capital funds of 
the banks which have occurred since the end of 1954. (See p. 405.) 

(2) In response to an inquiry from Senator Douglas I said I would furnish 
for the record information as to two insurance companies which are not listed 
on page 18 of the 1954 annual report for Transamerica because they are each 

subsidiary of a Transameria insurance subsidiary. 

Premier Insurance Co. is 100 percent owned by Pacific Fire Insurance Co. 
Manufacturers Fire Insurance Co. is substantially wholly owned by Manu 
icturers Casualty Insurance Co. During the 5-year period, 1950-54, Premier's 
net premiums written were as follows: 


1950 : _ $9, 949, 000 | 1953 $9, 871, DOO 
1991 d i 7.410, 000 | 1954- 5, 863. 000 
1962 io Gs _.. 11, THA, 000 | 


Manufacturers Fire, which was inactive during part of this same 5-year period 
ind, as I pointed out in my testimony, is a very small company, had total net 
premiums written over this 5-year period of $115,000. 

(3) In the course of my testimony, interest was expressed by the subcommittee 
in what portion of the funds of Transamerica’s nonbanking subsidiaries was on 
deposit in Transamerica banks. At May 31, 1955, Transamerica’s major non- 
banking subsidiaries had total cash on deposit of $29,616,215. 
$16,318,353 was on deposit in banks in the 5 Western States in which Trans 
america banking subsidiaries are located. Of the total cash on deposit by the 
nonbanking subsidiaries, only $2,644,580 was on deposit in Transamerica bank 
subsidiaries, and the funds of such nonbanking subsidiaries 
generally among all kinds of banks. The funds deposited in Transamerica 
banks was thus 8.92 percent of the total deposits of the nonbanking subsidi 
aries and 16.2 percent of the deposits of such subsidiaries in the 5 States in 
which Transamerica banks were located. 

(4) A question was also asked me as to where our real-estate subsidiary and 
mortgage and installment note finance company get their credit. As I indicated 
i my testimony, neither of these two subsidiaries obtains credit from any of 
Transamerica’s banking subsidiaries. 


Of this amount 


were distributed 


For example, our finance conipany, Allied 
Building Credits, Inc., has open lines of credit presently totaling approximately 
$29 million to finance its mortgage operations and note sales lines of credit to 
finance its installment note business aggregating approximately $110 million. 
These lines of credit are with many banks located in the West and other 
sections of the country. Not one of the lines of credit is with any Transamerica 
bank. 

[ appreciate the opportunity to complete the record on these points, and again 
Wish to express Transamerica’s appreciation for the courtesy shown myself and 
other witnesses appearing on Transamerica’s behalf. 


Senator Frear. Our next witness is Mr. Carl Schram of Portland, 
Oreg. 


65330—55 28 
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STATEMENT OF CARL A. SCHRAM, OF PARKER-SCHRAM CO., 
PORTLAND, OREG. 


Mr. Scuram. My name is Carl A. Schram and I am a member of 
the firm of Parker-Schram Co., engaged in the business of general 
construction = offices at 200 Builders Exchange Building, Port- 
land, Oreg. Iam here to protest legislation presently proposed by the 
Congress to — for the control and regulation of bank holding 
companies. I am acting in a dual capacity. First, my company is a 
satisfied customer of long standing of the First National Bank of 
Portland, one of the banks majority-owned by Transamerica that 
would be directly affected by the proposed legislation. Second, I am 
an owner of the stock of that bank and of Transamerica, the progres- 
sive bank holding company that would also be affected, and against 
which it seems almost obvious this legislation is principally directed. 

My firm started doing business with the First National Bank of 
Portland in 1926. At that time we were already using the maximum 
loan capacity of $60,000 available at our regular bank and it was 
necessary to arrange for additional funds to carry on our construction 
operations. On the theory that two strings for a bow were advisable 
we thereafter kept our First National account active. This proved 
extremely wise when a few years lated the other bank failed. 

We have never regretted our business association started at that time 
with First National of Portland. During the approximately 30-year 
period of our dealings with that bank, we have borrowed from it on 
90-day paper at fair interest rates a total of over $38,500,000. This has 
been an essential factor in the success and growth of our business. 

Our firm’s relationship with the bank has always been highly satis- 
factory in every way. Service has been prompt and courteous. Our 
growing need for increased loan limits to meet the requirements of 
our expanding business have always been treated with understanding. 
Never once over the many years were we asked reciprocal favors such 
as being requested to place our insurance or any other business with 
any special or designated companies in the Transamerica group. 

Our yearly peak loans have ranged from a low of $25,000 in 1926 
to a high of $1 675,000 in 1952. This flexible financing was essential 
to our growth since in the same period our business increased from a 
low of $230,000 in completed contracts in 1928 to a high of $4,250,000 
total business in 1953 and a maximum total of $7,500,000 completed 
contracts in 1942, including joint venture operations. 

The next important thing was that our needs large and small have 
always been treated with prompt consideration and immediate deci- 
sion. During recent years there have been repeated requests for us 
to place at least part of our business with other banks—in other words, 
bank competition seems to be getting keener. Certainly there are no 
indications of any banking or ‘credit monopoly in our State. 

My first stock ‘purchase in First National Bank of Portland was 
made about 1930 and has constantly been increased until at the 
present time it represents a substantial investment. I certainly have 
been well pleased with the constant and continuous increase in the 
book value of my stock, with earnings shown, with reserves estab- 
lished, and dividends paid. I also own stock in Transamerica, and 
a number of banks. 
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All of these investments have been made in anticipation of increment 

value through the greatly enlarged bank expansion and coverage 
iat. will be necessary to keep pace with the enormous growth that is 
ound to occur in both population and industry on the west coast and 
particularly the Pacific Northwest as the full development of our 
potential waterpower is achieved. Transamerica with its diversified 
holdings provides an attractive way for the individual investor to 
participate in many phases of this development. 

| fear that restrictive and discriminator Vv legisl ation of the type now 
under consideration might be the means of causing serious and ir- 
retrievable damage to my estate for which Bice investments have 
been established. This would likewise hold true for the 3,000 other 
stockholders of First National, the majority of whom are citizens of 
Oregon and contiguous States. Even more important will be its 
adverse effect upon the development of the Oregon Bank and of 
Oregon generally. IL hope you will vote against this legislation. 

Senator Frear. Thank you, Mr. Schram. I especially appreciate 
the last sentence. 

If you have any further testimony that you would like to offer 
for the record, feel free to put it in, Iam sorry that our time has been 
rather limited. But you have permission to supplement your state- 
ment for the record. 

Mr. Scuram. I would be glad to answer any questions that might 
occur to you, and I would partic ularly like to express my apprecia- 
tion for the courtesy you have shown in extending me this time and 
permitting me to get back on the 2:30 plane, for which I have 
reservations. 

Senator Frear. I appreciate that remark very much and might 
reciprocate by saying I hope the business venture you are going back 
to indulge in is a successful one. 

Mr. Scuram. Thank you very kindly. Construction is very active, 
there are many problems that arise. 

Senator Frear. I am not a construction man, but I can appreciate 
the statement you have just made. Thank you very much, sir. 

Senator Doveras. Mr. Chairman, before we recess this morning, 
may I put in the record a letter addressed to me from the president of 

he Amalgamated Clothing Workers of America, describing two banks, 
on of which is owned primarily by the national union, in New Y ork, 
and a Chicago bank which is primarily owned by the Chicago union, 
together with a suggested amendment exampting the banks of various 
other organizations which are exempted in the proposed bill. I am 
joined in submitting this by Senator Lehman of New York. 

(The material referred to follows :) 


n 


{ 
| 


AMALGAMATED CLOTHING WoRKERS OF AMERICA, 
New York 8, N. Y., July 5, 1955. 
Senator Paut H. DovuGtLas, 
Senate Office Building, Washington, D. C. 


Dear SENATOR DouGLas: I am writing to you because I am concerned that the 
Bank Holding Company Act of 1955, S. 880, might adversely affect this union 
and its affiliates. I am sure that the authors of the bill are not aware of our 
situation, but the bill’s literal language could conceivably be construed to apply 
to certain of our activities. 

The Amalgamated Bank of New York was established in 1923 to offer a ‘general 
banking service and to meet the need of workers and their families for a bank 
that would carry small accounts and make small loans to workers. It has also 
helped to finance the purchase of apartments in low-cost cooperative housing 
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projects. Indeed, the Amalgamated Bank pioneered in this field, at a time when 
the big New York City banks were not interested in small deposits and were even 
less interested in making small loans to workers. The lead thus given by the 
Amalgamated Bank has since been followed even by the largest New York 
banks, but that has come about only in recent years. Approximately 52 per- 
cent of the stock of the Amalgamated Bank of New York is held by trustees for 
the national office of the Amalgamated Clothing Workers of America, with the 
balance of the stock being held by joint boards or local unions of the amalga- 
mated, or by individual members. A summary statement of stockholders, as of 
June 24, 1955. is enclosed. 

The Amalgamated Bank enjoys an excellent reputation in banking circles. It 
is noted for its sound and conservative investment policies, making the bank 
one of the most liquid financial institutions in New York City. Enclosed is 
its balance sheet as at December 31, 1954. Its total deposits, as you will see, 
were $57,824,277. While that is a substantial amount, it is quite a small figure 
as compared with the deposits of the big New York City banks which run into 
billions. Also enclosed are lists of the directors and officers of the Amalgamated 
Bank of New York. 

The Amalgamated Trust and Savings Bank was established in Chicago in 
i922. The Chicago bank was organized by the Chicago joint board of the 
Amalgamated Clothing Workers of America, which is comprised of the local 
unions of the amalgamated in the Chicago area. Approximately 72 percent of 
the stock of the Chicago bank is held by trustees for the Chicago joint board, 
the balance being held by the international union, by other joint boards, and 
by individuals. A summary statement of stockholders is enclosed, together 
with a balance sheet as at December 31, 1954, and a list of its officers and 
directors. You will note that its total deposits are $36,819,140.39. It, too, as 
you know, enjoys an excellent reputation in banking circles. 

Obviously the operations of these two relatively small banks do not, in the 
language of the bill, pose any threat “to competition among banks” or threaten 
to bring about “the danger inherent in concentration of economic power through 
centralized control of banks.” Again, their operation is not unrelated to the 
union objectives and concerns of the Amalgamated Clothing Workers of America, 
ts affiliated joint boards and local unions, and its members. The New York 
bank was established by the national office of the amalgamated and the Chicago 
hank by the Chicago joint board to provide needed services for workers and 
other persons of moderate means, 

While I am sure that the authors of the Bank Holding Company Act of 1955 
did not intend it to cover the Amalgamated Clothing Workers of America, 
the bill might, conceivably, be construed as applying to us. It defines the word 
“company” in section 38 (¢) as including unincorporated associations. The 
critical definition, however, is that of “bank holding company” in section 3 (a). 
\ “bank holding company” is defined as meaning, first, any company (including 

n unincorporated association) which “directly or indirectly owns, controls 
or holds” 25 percent or more of the voting shares of two or more banks, and. 
second, as any company (association) which the Federal Reserve Board deter- 
mines, after notice and hearing, directly or indirectly exercises “a controlling 
influence over the management or policies of two or more banks,” 

The New. York and the Chicago banks are in fact operated entirely independ 
ently of each other. Each bank has its own separate officers. For the greater 
part, the boards of directors are also separate. Four persons, including myself, 
of the 13 directors of the Chicago bank are also directors of the New York bank. 
Insofar as the stock is concerned, as stated above, approximately 52 percent of 
the stock of the New York bank is owned by trustees for the national office of 
the Amalgamated Clothing Workers of America and approximately 72 percent 
of the stock of the Chicago bank is owned by trustees for the Chicago joint board. 
The national office of the amalgamated owns approximately 1714 percent of the 
stock of the Chicago bank, and the Chicago joint board owns less than 10 percent 
of the stock of the New York bank. 

\lthough the banks have entirely separate officers, for the large part separate 
directors, and follow differing policies best suited to the communities which they 
<erve, it is possible that it might be asserted in the language of the bill that the 
international union “directly or indirectly” controls both banks because the 
Chicago joint board is chartered by the international union. Similarly, the 
definition of “bank holding company” also covers any company (association) 
vhich the Federal Reserve Board determines exercises the controlling influence 
ver the management or policies of two or more banks. 
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1 understand that the bill provides, in section 3 (a) 

Nor shall any mutual savings bank, or any corporation or community chest, 
fund or foundation, organized and operated exclusively for religious, charitable, 
scientific, literary, or educational purposes, no part of the net earnings of which 
nures to the benefit of any private shareholder or individual, and no substantial 
part of the activities of which is carrying on propaganda, or otherwise attempt 
ing to influence legislation, be classed as or held to be a bank holding company 
by reason of the ownership of the stock of any banks as of the effective date 
of this Act.” 

This description of organizations thus excluded from the act, as respects cur 
rent ownership of bank stock, is taken from the list of exempt organizations in 
section 501 of the 1954 Internal Revenue Code. 

This brings me to our specific suggestion with respect to amending the bill 
The language which I have quoted above is taken from section 501 (c¢) (3) of 
the 1954 Internal Revenue Code. We suggest that the language of section 501 (c¢) 

>), Which confers tax exemption on labor and farm organizations, also be added 
to the description of organizations excluded, as regards current ownership of 
bank stock, from the Bank Holding Company Act. An appropriate point for 
such an insertion would be immediately after the language above quoted, so 
that following the word “legislation” in line 7 of page 3. there would be inserted 
the phrase “or labor, agricultural, or horticultural organization.” 

This proposal, it should be noted, would not grant exclusion from the 
is respects any future union acquisitions of banks or 


act 
hank stock. It would only 
provide that a union such as the Amalgamated could in no event be regarded 
as a bank holding company by reason of the ownership of bank stock as of the 
date of the act. 

In the absence of such an amendment, the act might be construed as applying 
to Amalgamated, and the national office would have to dispose of the New York 
bank or the Chicago Joint Board of the Chicago bank, after outstanding opera 
tion for a period of over 30 years. 

Ve are sure that the Congress does not intend to require that: and we are, 


therefore, requesting you to take up with your colleagues on the Senate Banking 
and Currency Committee our suggestion as to amending the bill. 


It is our hope 
that the suggested amendment could be handled as nonpartisan and noneontro 
versial. 
Best personal regards, 
Sincerely yours, 
Jacon S. Pororsky, 
General President 


Summary statement of stockholders as of June 24, 1956 


j 


\malgamated Bank of New York: 
Amalgamated Clothing Workers, national office 73, 029 
Chicago Joint Board sie telid sa eats pi 13, 650 
New York Joint Board 1 


i 7 " : 6, 800 

Detroit Joint Board_- ie fates. te od . 210 

50 joint boards and local unions aos . 32, 022 

60 individwa he fe 1d. a wceus jdementen ‘ a 4, 299 

Total outstanding shares a sit : 140, 000 
Amalgamated Trust and Savings Bank of Chicago: 

Amalgamated Clothing Workers, national office 1, 400 

Chicago Joint Board__ aaa a 5, 802 

New York Joint Board____- : é . wns 400 

Detroit Joint Board____ -~_- pombe ‘ , , Ji, 50 

56 individuals__ aiiaedleedtdsthy iy palin ascauaae ; eae 348 

Total outstanding shares__ a ; 8, 000 
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BOARD OF DIRECTORS 


Hyman Blumberg Jacob 8S. Potofsky (chairman) 
Maxwell Brandwen Frank Rosenblum 

Abraham Chatman Ralph E. Samuel 

Louis Hollander Joseph Schlossberg 

Samuel Levin Charles Weinstein 

Abraham Miller Murray Weinstein 


OFFICERS 


Jacob 8. Potofsky, president Robert J. Schwartz, assistant vice 
Nicholas L. Agneta, vice president president 
Edward Katz, cashier Carl W. Schramm, assistant vice presi- 
Sara Malloy, assistant vice president dent 
Alfred A. Weyer, assistant vice presi- Rebecca Levien, assistant cashier 
dent Meyer Carp, assistant cashier 
Alexander Bookstaver, assistant vice Israel Oliver, assistant manager 
president Walter H. Hill, auditor 


THE AMALGAMATED BANK OF NEW YorK 


Statement of condition, Dec. 31, 1954 


ASSETS 

Cash on hand and due from other banks______________________-__ $8, 279, 680. 04 
United States Government securities_.___..._____ Sop teat 13, 270, 677. 48 
Obligations of Federal agencies_.__________________ sO eubaLan Uti aeee eo 
State, municipal, and other bonds___________________-_ Len cicepice se any 4 RL See 


Federal Reserve Bank stock_- 
Loans and discounts: 
Secured by stocks and bonds with a marketable value in 
Rr en Soe in ee ee ee 20, 472, 731. 76 
Commercial paper___.-_-~- ; 1, 480, 713. 37 


Secured by insurance policies, passbooks, other collateral, 


90, DOO. OO 


One en. 5 ee Se ea _..... 3,029, 226. 69 
Pens See a OOPS. So eo ota es ote 496, 269. 85 
ee a einen ted 757, 544. 39 

ak ee ee a Se a Ca _. 5,018, 568. 82 
Accrued interest receivable... 22.2... 4... ifs ee 200, 389. 30 


Bank building and equipment- 356, 892. 16 
Customers’ liability on letters of credit__._.._._._--______-------- 156, 669. 30 
Gther BagSc-. 635 A a Sa ee a 47, 7938. O8 


61, 885, 351. 77 


LIABILITIES 

CN i ioe ieee ee see $1, 400, 000. 00 
NR sa a2 Ss ee a eee ee 1, 600, 000. 00 
pr AY. A ee 44, 684. 68 

——_—_—__—————_ 3, 044, 684. OS 
Reserve for contingencies______- AS Se alts ti wails 636, 130. 00 
Reserve for taxes, interest, ete________-__.________ 118, 670. 55 

+ 754, 800. 55 
eeeeiieet 5 NE OES ES Se ee ht ok _.... 57,824, 777. 55 
TF nnn eee 5 74, 691. 99 
Setters GF Cheat omierendier ne we ees 156, 669. 30 


ee AEE al, tn tS aac See peaanceanse stmdieeaimaomeal 29, 727. 70 


61, 885, 351. 77 
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AMALGAMATED Trust & SAVINGS BANK, Cuicaco, IL 
Statement of condition, Dec. 31, 1954 
RESOURCES 
Cash on hand and in other banks S6, S89, 125. 02 
United States Government securities_ £ 10, S64, 385. 42 
Obligations of United States instrument: lities 2, 812, 236. 68 
Municipal securities 1, 498, 912. 30 
Railroad equipment and other bonds 3, 529, 016. 45 
Federal Reserve Bank stock 60, 000. 00 
Loans and discounts 4, 518, 704. 96 
Secured loans oa . 9, 136, 348. 038 
Accrued interest receivable 108, 490. 50 
Furniture and fixtures S81, 482. 55 
Other resources 44, 505. 69 
Total ‘ Z 39, 543, 202. 60 
LIABILITIES 
CRI ore stecoen be S00, 000. 00 
Surplus - 1, 200, 000. 00 
Undivided profits 130, 000. 00 
Reserves : : 517, 778. 42 
Unearned discount : 76, 283. 79 
Deposits : 
EE ees $23, 201, 881. 71 
Time —_-_ ao oe _ 13, 617, 258. 68 
TOW “Gene... oe 36, 819, 140. 39 
TU 3 39, 543, 202. 60 


Senator FREAR. 


] ne ave here several telegrams and a letter from the 


chairman of the full committee to the chairman of the Finance Com- 


inittee, Senator Byrd. 
(The material referred to follows:) 


Senator A. WILLIS ROBERTSON, 


NASHUA, N. H.. 


July 13, 


1955. 


Senate Office Building, 
Washington, D. C.: 
Your most careful consideration is respectfully directed to testimony of J. 
Cameron Thomson, president, Northwest Bancorporation before Senate Banking 


and Currency Committee regarding bank holding company legislation including 
amendments suggested for incorporation in your bill S. 2350. We are in full 
accord with this important testimony and believe that exceptional qualifications 
and experience of Mr. Thomson add much weight to it. Introduction of your bill 
has already been a public service in the interest of sound banking legislation. 
Your support of amendment suggested in Thomson testimony urged. 


NEW HAMPSHIRE BANK SHARES, INC., 
RicHarp J. Voet, President. 


JACKSONVILLE, Fra., July 13, 1955. 
Hon. A. WILLIS ROBERTSON, 
United States Senator, 


Washington, 


Trust Co., bank holding company affiliate of the Atlantic group 
in Florida, is in full accord with the testimony of J. Cameron 
12th instant before subcommittee of Senate Committee on 
rency. 


BU. 
The Atlantic 
Thomson on 
Banking and Cur 
Including amendments he suggests to S. S80 and H. R. 6227. 

J. W. SHANDs, 


President, Atlantic Trust Co. 
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ATLANTA, Ga., July 18, 1955, 
Senator A. WILLIS ROBERTSON, 
Senate Office Building, 
Washington, D. C.: 


We feel that Senate bill S. 2350 with amendments suggested by Cameron Thom 
son would be fair legislation to cover bank holding companies. At the present 
time we own only nonmember banks and do not come under supervision of Fed 
eral Reserve. We do not object to supervision and feel that we can operate under 
the provisions of the bill. 

MILLs B. Lange, Jr., 
President, C. & S. Holding Co. 


SaLt LAKE Crry, Utan, July 13, 1955. 
Hon. A. WILLIS ROBERTSON, 
United States Senate, 
Washington, D. C.: 


Referring to testimony of J. Cameron Thomson bank holding company legisla 
tion July 12, we are in general accord with testimony as it pertains to genera] 
subject of bank holding company legislation. We favor suggested amendments 
and feel they are very necessary if additional bank holding company legislation 
is to be enacated. Particularly we recommend the amendments eliminating 
State rights statutes provision and the provisions affecting activities closely 
related to banking so as to permit bank holding company to retain the stock of a 
life-insurance company furnishing insurance on the lives of consumer credit and 
mortgage borrowers and the retention of stock in subsidiary management or 
servicing company. Also the provision for acquisition of minority shares of a 
subsidiary bank without prior approval. We adopt Thompson’s statement of 
major objectives for holding-company legislation as set forth on page 36 of his 
testimony. 

GeorGeE 8S. Eccies, 
President, First Security Corp. 


Boston, MAss., July 13, 1955. 
SENATOR A. WILLIS ROBERTSON, 
Chairman, Senate Committee on Banking and Currency, 
Washington, D. C.: 


Shawmut Association is generally in accord with testimony of J. Cameron 
Thomson, president, Northwest Bank Corp., before your committee, including his 
proposed amendments. Confirming our own testimony on July 7, Robertson bill 
is acceptable to us with deletion last sentence section 3 (c) giving States power to 
restrict ownership of natinal bank shares, Other amendments suggested by 
Mr. Thomson are of less vital concern to us but we believe they merit serious 
consideration, 


SHAWMUT ASSOCIATION, 
H, SCHERMERHORN, Vice President. 


Des Mornes, Iowa, July 13, 1955. 
Senator A. Wiiiis ROBERTSON, 
Banking and Currency Committee, 
United States Senate, Washington, D. C.: 
Believe reasonable bank holding company legislation should be enacted at this 
time. Your bill, S. 2350, fits the requirements with the suggested amendments 
proposed by J. Cameron and the American Bankers Association. 


W. HArotp BRENTON. 


MINNEAPOLIS, MINN., July 13, 1955. 
lion. A. Wiiuis RopertTson, 


United States Senator, Senate Office Building, Washinaton, D. C.: 
Northwest Bancorporation will accept as generally satisfactory and support 
S, 2350 if it is amended, as follows: 
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1. Strike the last sentence of section 3 (c), page 5, lines 13 through 18 (and 
if considered necessary insert in the bill sec. 8 of H. R. 6227) ; 

In section 3 (a) insert in the sentence beginning on page 4, line 4, an excep 
tion for “additional shares of a bank of which such bank holding company, prior 
to such acquisition owned or controlled a majority of the voting shares”; and 

3. In section 4 (a) (2) insert at the end of line 7 on page 6 “or in furnishing 
service to or performing services for any bank of which it owns or controls a 
majority of the voting shares,” 

I consider these amendments essential from the standpoint of Northwest 
sSancorporation. 

At the same time I renew my suggestions for other amendments contained in 
my statement of July 12 which I feel would make the bill more workable, and 
with respect to divestment I renew my suggestion that the “closely related” pro 
vision of section 4 (¢) (1) on page 7 be amended. 

(a) By adding at the end of line 1 on that page “engaged in a financial, 
fiduciary, or insurance business,” to furnish guidance to the board in the exercise 
of its discretion ; and 

(b) That there be added to the bill a provision permitting tax-free sale of 
prohibited property if the proceeds are reinvested in the capital structure of 
bank affiliates or in investments eligible for a national bank. 


J. CAMERON THOMSON, 
President, Northwest Bancorporation. 


Boston, Mass., July 14, 1955 
Senator A. WILLIS RosgertTson, 
Senate Office Building, Washington, D. C.: 

Baystate Corp. favors passage of S. 2350, Robertson bill, with amendment 
to section 3 (c) thereof to eliminate last sentence of section 3 (¢) or to sub- 
stitute for such sentence language of section 8 of H. R. 6227. Also if “closely 
related end” language of section 4 (c) (1) of bill be deemed not to include 
services for affiliates, amendment to section 4 (c) (1) to make clear that serv- 
ices for affiliates can be performed by subsidiary is vital. Also favor if practi- 
cable amendment to section 4 (a) (2) of bill to make clear services for affiliates 
can be performed by holding companies and amendment to section 3 (a) of bill 
to permit acquisition of minority shares of subsidiaries. Baystate has no 
objection to other amendments to bill suggested in written statement of J. Cam- 
eron Thomson dated July 12, 1955, delivered to Senate subcommittee on banking. 


PHitip EISEMAN, 
President, Baystate Corp. 


PHOENIX, Ariz., July 14, 1955. 
A. Wi1Ltis ROBERTSON, 


Senator, Washington, D. C.: 


Having read the statement of J. Cameron Thomson, president, Northwest 
Bancorporation, Minneapolis, Minn., before the Subcommittee on Banking of the 
Senate Committee on Banking and Currency, July 12, 1955. I wish to assure 
you on behalf of the Arizona Bancorporation, of which I am a vice president, 
that we are in accord with his comments. 

CarL A. BIMSON, 
President, Valley National Bank. 


SEATTLE, WASH., July 14, 1955. 
Senator A. WILLIS ROBERTSON OF VIRGINIA, 
United States Senate, Washington, D. C.: 


We prefer definition of holding company in H. R. 6227, but otherwise are in 
agreement generally with testimony of J. Cameron Thomson before Subcom- 
mittee on Banking of the Senate Committee on Banking and Currency July 
12, 1955. 

Homer L. Boyp, 
Marine Bancorporation, Seattle, Wash. 
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WasuHInoaton, D. C., July 15, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Subcommittee on Banking, Senate Banking and Currency Committee, 
United States Senate: 


Immediately following my testimony yesterday, wires and letters from a 
group of bank holding companies representing a minority of the companies 
which would be affected by S. 2350, were introduced into the record supporting 
that bill with minor amendments. In this connection, I would like to direct the 
committee’s attention to the statement of J. Cameron Thomson, appearing at 
page 430 of the printed hearings on H. R, 2674 before the Committee on Banking 
and Currency of the House of Representatives, first session, 84th Congress. This 
was made as recently as March 7 of this year. It presented the considered joint 
view of a group of bank holding companies, including a number of the companies 
whose wires and letters were introduced into the record yesterday. The joint 
statement then made reflects a wholly different position toward the legislation 
on fundamental matters of principle affecting the public interest. Transamerica 
agreed to the joint statement. It has not changed its position. No inference 
to the contrary should be drawn from the “about-face” of some of the signatory 
companies. There are broad questions of the public interest involved. Bad 
legislation cannot be made good legislation by compromise. We will continue 
to oppose unnecessary legislation, particularly legislation containing discrim- 
inatory provisions. Please include this wire in the printed record of the 
subcommittee. 

FRANK N. BELGRANO, Jr. 


SENATE COMMITTEE ON BANKING AND CURRENCY, 
July 1, 1950. 
Hon. Harry F. Byrrp, Chairman, 
Committee on Finance, 
United States Senate, 
Washington, D. C. 

DEAR Mr. CHAIRMAN: The Committee on Banking and Currency has pending 
before it three bills proposing to regulate the future operation of bank holding 
companies. These are §S. 880, 8S. 2350, and H. R. 6227. One copy of each is 
enclosed. 

All three contain proposed amendments to the Internal Revenue Code of 1954 
intended to provide special tax treatment for shareholders of a bank holding 
company who receive from the company property involuntarily distributed 
in order to comply with the provisions of the proposed Bank Holding Company 
Act. Property so-distributed may consist of two types: 

(1) Nonbanking property of a bank holding company. 

(2) Property whose disposal is required to remove a company from a bank 
holding company status. ; 

The tax provisions in section 11 of H. R. 6227 and section 7 of S. 2350 are 
identical. I have been told these provisions were prepared jointly by experts 
from the Joint Committee on Internal Revenue Taxation, the House Ways and 
Means Committee, the House Banking and Currency Committee, and the Treasury 
Department, in connection with House consideration of H. R. 6227. 

The tax provisions in section 11 of S. 880 represent an earlier version of those 
included in H. R. 6227 and S8. 2350. 

The Subcommittee on Banking of our committee will begin hearings on these 
three bills on Tuesday, July 5. 

I am certain the subcommittee will appreciate receiving any comments or 
suggestions you or your committee care to make with reference to the tax 
provisions in the three bills. 

Sincerely, 
J. W. Futerient, Chairman. 

Senator Frear. At this time the subcommittee will stand in recess 
until 2:30 p.m. in the old Supreme Court room in the Capital, P-63. 

(Whereupon, at 12:45 p. m. the subcommittee recessed to’ reconvene 
at 2:30 p. m. of the same day.) 
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AFTERNOON SESSION 


Senator Frear. The subcommittee will come to order. Our first 
witness this afternoon is Mr. Lynn 8S. McCready, vice president 
and director of the First National Bank of Portland and manager 
of the Eugene main branch of that bank. 


STATEMENT OF LYNN S. McCREADY, VICE PRESIDENT AND DIREC- 


TOR, FIRST NATIONAL BANK OF PORTLAND, AND MANAGER, 
MAIN BRANCH, EUGENE, OREG. 


Mr. McCrrapy. I have a prepared statement here that I would 
like to read. 

Senator Frear. If you wish to read it into the record, that is quite 
ull right, or you may highlight it. 

Mr. McCreapy. I would like to read it into the record. 

My name is Lynn 8. McCready. My address is 2335 Alder Street, 
Kugene, Oreg. I have been a banker since 1921 and until February 
1954 I worked for and with an independent unit bank, the First 
National Bank of Eugene. I am now vice president and director of 
the First National Bank of Portland and manager of the Eugene 
main branch of that bank. 

During my career in banking, I have heard many remarks regarding 
holding companies—as to their dictatorial policies, their methods 
of operation, their size and power, and the belief that they tend to 
elimmate competition whenever they enter a community. I have 
worked under the ownership of a holding company, and I wish to give 
you my impressions and experiences to show you that most of these 
remarks, in my opinion, are without a basis in fact. 

Our bank in Eugene was a pioneer bank owned and controlled by 
one family. One man headed the family with no man coming up 
to carry on and no guarantee of continued management. In addition. 
our community was growing rapidly and it appeared impossible to 
create earnings rapidly enough to keep up with the banking require- 
ment of increased capital. Voting trusts were proposed and local 
people were contacted to find additional capital when needed. None 
of these proposals could be worked out and the controlling interest 
decided to sell. 

In 1945 Transamerica purchased all but the directors’ qualifying 
shares of stock. 

I had been vice president and became president of the bank Decem- 
ber 5, 1945, and occupied that position until February 8, 1954, when 
our bank was made a branch of the First National Bank of Portland. 

The first in*ication I had of the policy set by Transamerica, the 
holding company which purchased the bank, was in an interview with 
management in San Francisco. At that conference I was asked 
whether or not I had enough authority to run the bank in Eugene. 
When I assured them that I did, 1 was immediately instructed to go 
ahead and run the bank, inasmuch as I knew more about it than they 
did and was informed that if I could not run it, they were sure they 
could find someone else who could. 

I worked for some 9 years under that policy, and at no time did I per- 
sonally, or the board of directors, receive any directives as to methods 
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of operation, types of service to be given, interest rates, or procedures 
from Transamerica. Our board made the local policy. 

We had a board of directors composed of 12 members. Five were 
officers in the bank who were familiar with the customers and the 
community, 4 were successful businessmen in our community, 3 were 
officers of the First National Bank of Portland—in other words, 9 of 
us were living in Eugene with power to set the policy for the benefit of 
local operation. The purpose of the directors from Portland was to 
assure uniform policy and uniform methods of operation within our 
respective territories. During this same period, I was a director of 
the First National Bank of Portland and still retain that position. 

As indicated previously, prior to December 1945, the stock in our 
bank was closely held, and when the bank was sold to Transamerics, 
our deposits totaled $43,800,000. We had capital at that time of 
$500,000, surplus of $500,000, and about $400,000 of undivided profits. 
Eugene is located in a growing area. Our business in the past few 
years has developed 1 ‘apidly. Six years from the date of the sale 
in 1951 our deposits totaled $54,500,000. During this time we had been 
able to accumulate from earnings only a part of the necessary capital 
to give our depositors adequate protection. Realizing this situation, 
Transamerica voluntarily contributed $500,000 to make our capital 

$500,000 and surplus $1,500,000. A vear later, in 1952, our deposits 
increased to $61,400,000, and it was evident we needed additional cap- 
ital. Transamerica again contributed $500,000 to our surplus account, 
making our total then $1 million capital and $2 million surplus. In 
other words, they voluntarily contributed $1 million to our capital 
within a period of 2 years. 

It was a relief to me to know during those years I operated the 
unit bank, that when, as and if we needed additional capital, it was 
available to the bank without the necessity of having to go out into 
the open market and attempt to raise capital by placing our stock 
on the market. We do not have an established market for bank stock 
in a community the size of ours. Our bank was doing an excellent 
job in the community, in my opinion, and during the year 1953 we 
loaned $93 million to our citizens and we had roughly 50,000 checking 
and savings accounts on our books. At that time we were operating 
2 offices in Eugene and a branch in Springfield, a neighboring city 
just 3 miles away. 

Our board of directors, recognizing our position as one of the 
leading businesses in the community, in 1953 voted a $15,000 contri- 
bution from the bank for the construction of a $500,000 YMCA build- 
ing. ‘That same year we contributed $5,000 to a community hospital 
in Springfield, Oreg. The bank has always played its part in com- 
munity activities, supporting the Community Chest, the Red Cross, 
and the University of Oregon. Just recently a contribution of $1,200 
was made toward the construction of a lodge at the new Boy Scouts 
camp. I am giving you this information to show you that our bank, 
owned and controlled by a holding company, was and is doing its 
part for the citizens of our community. 

In spite of the fact that Transamerica had added $1 million to 
our capital, we still could only loan $300,000 to any one borrower, 
ine dedi dealers who sell automobiles, lumbermen who ship millions 
of feet of lumber from our community, and contractors who were 
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building highways and new buildings. It was a natural and useful 
consolidation when, in February 1954, we became a branch of the 
First National Bank of Portland which was also majority-owned 
bv Transamerica. We now have many lines of credit in excess of our 
former limit and just recently our branch negotiated a loan of $1,500, 
000 for timber purchase which would have been impossible under our 
previous limitations. a: nd as 

At no time have we eliminated competition. The United States 
National Bank of Portland has a branch in Eugene, 1 in Springfield, 
and 1 in Junction City. which is about 12 miles north of Eugene. 
Just recently a new State bank, called the Citizens Bank, was opened 
and I am convineed that within a year it will be doing a substantial 
lusiness on a competitive basis. 

It has been the aim of our bank to be competitive and to take care 
of our local customers. We do business with many of the so-called 
little-business men. In the month of June 1955, for example, our 
books show that we had in our files better than 10,000 individual 
notes covering the sale of all types of commodities—automobiles, 
household goods, musical instruments, and other items being purchased 
by the general public. 

We have offered the people of Eugene extended banking hours, 
from 10 a. m. until 5 p. m., 6 days a week, and we have found that 
lawyers, college professors, and businessmen like these hours. I can- 
not see any place where we have failed to give the public good bank 
service, which, after all, is in the public interest. 

At no time during the operation of the unit bank or since we have 
been operating as a branch, have we had any intercompany transac- 
tions. We have never made it a requirement that a customer place 
his insurance in a specified company or with any of our customers. 
It has always been our policy to give a uniform interest rate to all 
borrowers in the same class. It is true that as employees we carry 
our life insurance, health and accident insurance with one of the 
Transamerica-owned companies, the Occidental Life Insurance Co. 
of California. That program is most beneficial, and, in my opinion, 
one of the better employee-benefit programs in the country. The 
bank pays a substantial share of this cost and it is relatively inexpen- 
sive for the employee. 

In my experience, I know of no conditions or methods used in or 
by our bank that need legal correction. The present laws are ade- 
quate for the protection of the public who are our depositors and 
borrowers. 

I have heard no complaints in our community that our bank has 
failed to give good and proper service. I think our record and our 
activity prove that we are running a satisfactory financial institution 
which is not being controlled, managed, or interfered with from any 
outside source. 

I definitely am opposed to the holding company bill as presented. 
I feel that it is not in the public interest. It is my opinion that the 
proponents of this bill have been motivated by fear of competition 
rather than by fact. I ask you gentlemen to give this information 
your eareful consideration and vote against this bill. 

Senator Frear. Thank you, sir. Now, on page 5, the last line of 
the second paragraph, you say “Just recently a new State bank, called 
the Citizens Bank, was opened * * * ” Wasthat in Eugene? 
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Mr. McCreapy. Yes, sir. 

Senator Frear. Is your testimony on all three of the bills presently 
before this subcommittee ? 

Mr. McCreapy. Yes, sir. 

Senator Frear. I do not see it right now in your testimony, but |] 
thought you said somewhere that the local community could not raise 
additional capital in order to improve the capital structure of the 
First National Bank of Eugene. 

Mr. McCreapy. That is on the first page. I mentioned the fact 
that it was a one-family bank, and the owners of the bank attempted 
to get a voting trust to maintain control, they attempted to find groups 
in the city who would put up adequate capital and still let the family 
keep control. They found that to be an impossibility. 

Senator Frear. The reason that you could not get additional capital 
or the amount of capital required to serve the community was not 
because it was not available, but it was because of the special situa- 
tion in which the First National Bank of Eugene found itself. 

Mr. McCreapy. That is right, sir. 

Senator Frear. At that time, the first National Bank of Eugene 
was the only bank in Eugene? 

Mr. McCreapy. The United States National Bank had a branch 
there. 

Senator Frear. At that time. 

Mr. McCreapy. Yes, sir. 

Senator Frear. Did the First National in Eugene originate as a 
branch or was it 

Mr. McCreapy. It was a unit bank, and sold to the United States 
National Bank of Portland. 

Senator Frear. How did it compare in size to your bank before 
you were incorporated by Transamerica ? 

Mr. McCreapy. About a third of our size. 

Senator Frear. Thank you, sir. 

Our next witness is Mr. E. V. O’Malley, of Phoenix, Ariz. 


STATEMENT OF E. V. O’"MALLEY, MEMBER OF THE BOARD, FIRST 
NATIONAL BANK OF ARIZONA, PHOENIX, ARIZ. 


Mr. O’Mauiey. Mr. Chairman, I would like to read my statement 
if I may. 

Senator Frear. Yes, sir. 

Mr. O’Matiey. My name is Edward V. O’Malley. I am president 
and general manager of the O’Malley Lumber Co., an Arizona cor- 
poration, operating branches of the building-material business 
throughout the State of Arizona and in New Mexico and west Texas. 
I have lived in Phoenix and southern Arizona practically all my life. 
Our firm, which was founded by my grandfather in Missouri, started 
operations in Arizona in 1908. I have been active in its affairs since 
leaving college. 

About 5 years ago I was approached by a member of the board of 
the First National Bank of Arizona and offered a position on their 
board. After due consideration and conferences with my business 
associates, I accepted and was elected to the board. Each member 
of the board was personally known to me prior to this time and my 
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coming to the board was not entering an association with strangers. 
At present, besides being a board member, I am also a member of the 
bank’s senior loan board, that meets weekly, together with member- 
ship on the board’s examining committee that annually makes a thor- 
ough examination of the bank's activities. 

Our board of directors is made up of a cross section of business of 
the area in which our bank operates. It includes men engaged in retail 
business, contracting, law, agricultural processing, and also two presi- 
dents of smaller independent banks operating in Arizona localities 
not covered by the First National Bank. 

As a member of the board, I have always felt that the operational 
policies of the bank are entirely within the hands of the directors and 
our bank officers. In setting these policies, we have always had firmly 
in mind the needs and interests of our Arizona community and, as T 
have indicated, we are all intimately familiar with them. At no time 
have I felt that there has been any dictation of such policies by Trans- 
america, 

Incidentally, at present I am the owner of 390 shares of First Na- 
tional Bank of Arizona stock. This stock I bought outright on the 
open market and there are, of course, no strings whatever attached to it. 
To my knowledge, the same is true of all of ‘the other Arizona people 
who sit on that board. 

Our bank is run as a banking business, and is not in any way tied 
into the operations of any other Transamerica company. I know from 
my experience on the board that there is absolutely no occasion of any 
customer of this bank being pressured to do business with any other 
Transamerica company. Our operations are entirely separated from 
this type of influence. 

In this connection, I would like to mention just one example of our 

policy in this regard. Over a year ago we started construction of a 
z w main office building for the bank—a 10- story, $4 million struc- 
ture. The Capital Co., a subsidiary of Transamerica, engaged in the 
construction, engineering, and contracting business, requested permis- 
sion to bid on the construction of this building. This request to bid, 
a identally, came from the Capital Co. and not from Transameric: 

Capital submitted a bid, but it was not as low as several others re- 
ceived from in-State and out-of-State contractors. Capital was, there- 
fore, given no further consideration, and did not. participate in any 
way in the construction of this building, which is currently being 
completed. 

I believe the banking facilities of our State have been materially 
helped by the availability of capital such as Transamerica has and is 
investing with us. Our economy is a fast-growing one and the needs 
of business are increasing at such a rate that only a strong backing 
could keep up with the pace. 

Fortunately, we have this backing in the First National Bank, and 
other banks now serving our community, giving us a progressive and 
highly competitive banking industry in “Arizona. 

l personally feel, and I know that other businessmen in our com- 
munity feel, that the First National Bank of Arizona is an integral 
part of the community and adequately taking care of the needs of the 
community. If I had at any time felt improper pressure from Trans- 
america in the operation of the bank, I would have resigned from the 
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board, since I would have nothing to do with any operation in which 
I was not fully performing my functions as an independent director. 

Thank you. That cone Judes the written part of my statement, Mr. 
Chairman. 

Senator Frear. Do the employees of the bank carry insurance? 

Mr. O’Matiey. Do they carry insurance? 

Senator Frear. Does the bank carry insurance on them ? 

Mr. O’Matiey. They have retirement insurance. 

Senator Frear. Do you have any dealings with Occidental / 

Mr. O°Matiey. Yes. 

Senator Frear. In what way? 

Mr, O’Mattey. The retirement program of the bank is set up with 
Occidental. 

Senator Frear. Was there a retirement program in the bank pre- 
vious to its being taken over by Transamerica / 

Mr. O’Matiey. No, it has been put in the bank since then. ‘It is the 
retirement program that is common to most all of the Transamerica 

inks, and it is included for the employees of the First National Bank 
of Arizona. 

Senator Frear. Was the service offered by Occidental to your bank / 

Mr. O’Matiey. I don’t quite know what you mean by that. 

Senator Frear. Well, the Occidental Insurance Co. or some repre- 
sentative of the Occidental Insurance Co. approached your bank or 
representatives of your bank approached the Occidenté al regarding a 
pension plan or an annuity insurance policy for the employees of 
your institution. 

Mr. O’Matiey. Mr. Chairman, frankly this was done before I be- 
came a member of the board of directors, but I am sure that it is a re- 
tirement, plan set up in all or most all of the Transamerica banks, 
where they have a retirement program with an insurance vehicle, and 
the vehicle is the Oecidental Life. 

Senator Frear. Is it contributory ? 

Mr. O’Mattey. It is contributory. 

Senator Frear. The employees contribute ? 

Mr. O’Matiey. The employees contribute. 

Senator Frear. They have a right to say whether they will take 
it or will not? Is the choice with them or with the bank? 

Mr. O’Matiry. I am sure they have a right to. 

Senator Frear. Is is possible for any of the employees to participate 
in the pension plan and others not ? 

Mr. O’Mattey. The pension plan is set up and approved by the 
Internal Revenue Service and it has to be complied with—what- 
ever they set up the regulations for, it has to be complied with in that 
respect. 

Senator Frear. It has to be complied with as far as tax exemptions 
are concerned. If they want the part that the bank contributes to be 
tax exempt, or an expense against their income, it has to be approved. 
Otherwise, it does not, does it? 

Mr. O’Matiey. That is right. But the approval of it likewise 
states that it cannot be discriminatory. In other words, it cannot be 
for some employees and not for other employees. 

Senator Frear. If a majority of the bank employees elected to have 
it, then it must cover all of them; is that it? 
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Mr. O'Matuey. I am quite sure that is right. 

Senator Frear. That is nothing unusual. 

Mr. O’Mautey. No, it is the normal procedure. 

Senator Frear. So I assume that the em pigion of your institution 
had an opportunity to vote and did vote, or a majority of them voted, 
in favor of having the pension plan. Bo. you know if there was any 
plan submitted by any other organization in which your bank could 
participate, other than the policies set forth by a nonbanking institu- 
tion of Transamerica / 

Mr. O’Mattey. I do not know. 

Senator Frear. Thank you, sir. Glad to have you with us. 

The next witness is Mr. Leo F. Schmitt of Reno, Nev. 


STATEMENT OF LEO F. SCHMITT, RANCHER, RENO, NEV. 


Mr. Scumirr. My name is Leo F. Schmitt, from Reno, Nev. Start- 
ing in 1910, when I entered the employ of an Lowa country bank, I 
spent over 25 years in various phases of the banking business. In 
1934 to 1938 I served as the receiver of varions State banks in Nevada 
which had failed during the great depression. After that, I was in the 
real estate business and also served as a wartime director of OPA for 
the State of Nevada. Recently, I have been devoting much of my time 
to my alfalfa and grain ranch, which is about 100 miles from Reno, and 
to various real estate holdings in the city of Reno. 

I came to Nevada in mid-1929 to join the First National Bank of 
Lovelock, Nev., an independently owned institution. Incidentally, I 
am still a stockholder in this independent bank. About 5 years later, 
in February 1934, I was appointed by the Nevada courts as receiver 
of a group of Nevada banks which had closed in 1932 and were in the 
hands of the State bank examiner. 

The failure of this group of approximately 14 banks had left many 
parts of the State without banking facilities. Our State government, 
various committees of businessmen, and many individuals were, of 
course, interested in reestablishing banking facilities in many of these 
major towns. For example, an attempt was mi ade to obtain $2 million 
from the Reconstruction Finance Corporation to aid in the reorganiza- 
tion of the closed banks. This was unsuccessful. A group of large 
industrial firms which supplied merchandise to the area also surveye ed 
the situation. However, no action was taken and the situation was 
desperate. Finally, Governor Balzar of our State, solicited aid from 
Transamerica Corp. of San Francisco. 

Shortly after my appointment as receiver in 1934, Transamerica 
acted. It acquired control of the First National Bank of Reno, chang- 
ing the corporate name to First National Bank of Nevada, and brought 
in a top-flight bank executive, Carl F. Wente, to serve as the bank’s 
executive officer. The bank then proceeded to establish branches in 
various parts of the State. These new banking facilities were impor- 
tant to me in my work as receiver, in that they ‘facilitated and speeded 
up my liquidation work. Through the understanding loan policy of 
the Transamerica-controlled bank, we were able to obtain loans for 
many people who were in default on notes to one or more of the closed 
banks. The proceeds of new loans from the First National Bank of 
Nevada were used to settle their indebtedness with the receivership. 
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Naturally, in my job as receiver, I had continuous contact with Mr. 
Wente and the management of the various branches of the First 
National Bank. I know that from the time Transamerica acquired 
the First National it named a board of directors made up, as I recall, 
of five successful businessmen whe knew the community and had lived 
with its problems, President Wente, and a representative of Trans- 
america who was a man of good judgment and knew the banking busi- 
ness. I knew every one of the five local directors personally and I 
can tell you that they were men of the type who could not be pushed 
around. I still know most of the directors of the First National Bank 
of Nevada, and this is as true today as it was then. 

I have used First National Bank of Nevada both for my personal 
account and for the various businesses in which I have engaged. 
Never has this bank, any of its branches, or any of its personnel 
attempted to bring any pressure of any kind whatsoever upon me 
or any of my associates to do business with other Transamerica com- 
panies. ‘They stick to the banking business and do a good job in 
handling it for me and others in the State. 

The State of Nevada has had a very substantial population growth 
in the last 10 or 12 years. It is my opinion that for the good of the 
State as a whole the banks in the State must have freedom to expand 
and to meet the needs of various communities as they grow and develop. 
It would hurt Nevada if Transamerica could not put added capital 
into its Nevada banks. 

The banking business today in Nevada is far more stable and pro- 
gressive than it has ever been. Previous to 1934 lines of credit in 
many cases depended upon the basis of friendship. Good, sound 
judgment was too often set to one side in order to Viel > a friend or 
a friend or relative to some bank director. On the other hand, several 
people without connections found it hard to get bank credit. Today 
these conditions certainly do not exist with the First National Bank 
of Nevada or its branches. 

There are both Federal and State laws limiting a bank from lending 
more than 10 percent of its capital and surplus to any one individual. 
With our present inflationary values, these limits are woefully inade- 
quate to satisfy the financial requirements of many borrowers, par- 
ticularly expanding businesses. With the adequate capitalization of 
the First National Bank of Nevada, the borrowers’ demands can very 
well be, and are being, satisfied. 

The First National Bank of Nevada is doing a fine job in getting 
the money out to the people who need it and has greatly improved 
the service offered to their customers. As I understand the proposed 
legislation, it will definitely interfere with the ability of the bank 
to continue performing its valuable services. The restrictions which 
would be imposed on its operations would be unfair to the people of 
Nevada. 

That is my statement, Mr. Chairman. 

Senator Frear. Mr. Schmitt, are you still bothered with inflation in 
Nevada ? 

Mr. Scumirr. We are. 

Senator Frear. How do you feel, as an individual and as a business- 
man, about holding companies—whether a bank holding company 
should be permitted to also have noubanking interests. Do you think 
they should be separated ? 
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Mr. Scumirr. No; I don’t think so. My opinion is that the stock- 
holders, whether they are individuals or corporations or holding com- 
panies, whatever their private or outside business may be, I would not 
have any particular concern about it, if I were operating a bank. 

Senator Frear. Have you, since you have been a director of the 
First National of Nevada, had occasion to request of Transamerica 
additional capital for your bank or any of its branches? 

Mr. Scumirr. We have never asked them for a favor of any kind. 

Senator Frear. Have they anticipated the need, the increased de- 
mand for money of commercial institutions in your State and met it? 

Mr. Scumirr. Well, the institution that I was with, and still have 
an interest in 

Senator Frear. Yes; you said you were a stockholder of an inde- 
pendent bank. 

Mr. Scumirt. It has had a good substantial growth in its own right 
and has developed through earnings a substantial surplus, so that we 
actually can take care of our community. But there are smaller com- 
munities throughout the State that within the next 5 or 10 years 
I assume and I believe will need some banking facilities. 

Senator Frear. Then you believe in branch banking. 

Mr. Scumirtr. Yes; I do. 

Senator Frear. What, in your opinion, would be the effect on bor- 
rowers in the State of Nevada who are now doing business with the 
First National Bank of Nevada if branches of a bank were not per- 
mitted and each of these institutions had to be an independent unit ? 
I believe you have 14 branches of your bank. 

Mr. Scumirr. We have no branch of the First National Bank of 
Lovelock. 

Senator Frear. Well, is that a branch of the First National Bank 
of Nevada? 

Mr. Scumirr. No; it is a privately owned institution. You see, 
there is the First National Bank of Lovelock, with which I was asso- 
ciated prior to my receivership appointment. 

Senator Frear. Yes. My question should have been regarding the 
First National Bank of Nevada and not the First National Bank of 
Lovelock. My question should be directed to that. 

Mr. Scuoirr. Well, it has been my understanding that the First 
National Bank of Nevada would be ready and willing to establish 
additional branches as the requirements of a community came about. 

Senator Frear. What would be the effect, in your opinion, on the 
borrowers or people who need credit from commercial banks in the 
State of Nevada if the State of Nevada prohibited branch banking 
und the branches of the First National Bank of Nevada were required 
to act independently. 

Mr. Scumirr. But the State of Nevada does permit branch banking 
under its laws presently. 

Senator Frear. Could the needs of the people of Nevada be sup- 
plied, in your opinion, by independent banks should it not be possible 
for a bank to have branches? 

Mr. Scumirr. Well, candidly, I doubt very much whether there is 
any capital in Nevada that would be interested in establishing. banks 


of their own after the sorry picture of 1932, 1933, 1934, 1935, and 
1936. 
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Senator Frear. You are familiar, I think, with the three bills, Mr, 
Schmitt, that are presently before this subcommittee. How will they 

xffect the First National Bank of Nevada, if they were to be enacted / 

Mr. Scumrrr. Well, of course the First National Bank of Nevada 
is a corporation in its own right. They own and operate their own 
branches. Their stock, of course, is owned, controlled very substan- 
tially by Transamerica. 

Senator Frear. Well, if any one of these three bills were passed, 
what ill effect might it have, if any, on the First National Bank of 
Nevada ? 

Mr. Scumrrr. Well, as the First National Bank of Nevada exists 
today, I doubt that it would have any serious effect, excepting to 
preclude their future expansion. 

Senator Frear. You say, as I understand it, this legislation will 
definitely interfere with the privilege of the bank to continue to 
perform its valuable services. 

Mr. Scumirr. Well, I should have said including its future ex- 
pansion. 

Senator Frear. In other words, you think it would limit expansion, 
and by that I assume you mean it would limit the branch banking, in 
other words—additional branches. 

Mr. Scumirr. Prohibit the establishment of additional branches. 

Senator Frear. You think if that did become law, that there would 
be sufficient assets in these several communities to start a new bank, 
to give the people of that area or community proper banking facilities, 
adequate banking facilities? 

Mr. Scumrirr. Some years back, about 1940, I visited with some of 
these various communities while I was State director of OPA, and I 
naturally talked banking, which has been my life. I asked “Why 
don’t you fellows organize a bank in this town?” They threw up 
their h inds—*A fter what you have been through, you suggest a thing 
like that?” So there was no movement made whatsoever. 

Senator Frrar. I am sure you encouraged them that there would 
be no more depressions like what happened in 1932. 

Mr. Scumirr. Yes, sure. 

Senator Frear. I gather from your testimony that additional 
legislation is not necessary. 

Mr. Scumrrr. That is my firm belief. 

Senator Frear. All right, sir, thank you. 

Senator Frear. The next witness is Mr. Floyd Newcomer. You 
may proceed, sir. 


STATEMENT OF FLOYD E. NEWCOMER, PRESIDENT AND GENERAL 
MANAGER, L. M. McLAREN PRODUCE, INC., YUMA, ARIZ. 


Mr. Newcomer. My name is Floyd E. Newcomer. I have resided 
in Yuma, Ariz., continuously since 1927. Since 1948 I have been 
president and general manager of L. M. McLaren Produce, Inc. Our 
company’s business is the growing, shipping, and marketing of fresh 
vegetables and other general farm crops. We presently farm between 
5.000 and 6,000 acres and grow, process, and market 2,000 or more cars 
of produce per year. In addition, to use our feed crops and to sal- 
vage portions of our vegetable crop which are not suitable for ship- 
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ment, we also organized a beef production and breeding business in 
which I am a partner. 

When I first came to Yuma in 1927, I was employed by the Pacific 
Fruit Express Co. About 1930 I first became employed by the prede- 
cessor of our present firm. In 1934, I became a stockholder and vice 
president and sales manager of the McLaren company and, as I have 
said, I am now president and general manager. 

Having been & businessman in Yuma for over 25 years, I have al- 
ways taken a close interest in the community. I served on the city 
council for 7 years, and have taken an active part in other local enter- 
prises. I think I know our area pretty well. 

Prior to my arrival in Yuma, there had been various economic 
setbacks by reason of the cotton debacle of the early twenties and the 
failure of the small bank at Gadsden in the lower valley and a short 
time later of Somerton in the central valley. The valley of this had 
been that many of the farmers had moved away, leaving their farms 
and unpaid mortgages to various banks such as some of the larger 
banks in Los Angeles and the Federal land bank. 

In the early thirties there was a continuous procession of bank 
failures in the area, the first bank being the Yuma National, I believe, 
in 1931, and the next one being a sm: all bank which only lasted a very 
short time ee it failed. Shortly after that a supposedly strong bank 
failed and a few years later still another supposedly strong bank 
failed. oo own firm lost money in several of these 4 failures, as did 
most of the people inthe Yuma area. Naturally, the entire community 
was very much concerned as to what might possibly happen next. 

Most farmers and businessmen in the community, including myself 
and my associates, hoped that a good strong bank would come into 
the community, which could restore confidence of the depositors and 
patrons in general. The First National Bank of Arizona, about 1940, 
i believe, acquired the Yuma branch of the Miners’ & Merchants’ 
Bank of Bisbee, Ariz. In the past 15 years, tremendous progress has 
been made in the entire Yuma area. The presence and help of this 
strong bank were of the utmost importance in this growth. We are 
principally an agricultural and cattle area. We needed someone big 
enough, strong enough and understanding enough to finance these 
businesses. The First National filled this need. 

Our company has been banking with the Yuma branch of the First 
National since it opened. In our own experience we find that the First 
National has been most cooperative and has shown a remarkable 
understanding of the financial ends of our business. They have been 
most helpful in advising us generally in connection with our financing 
problems. As some of your committee members may know, the pro- 
duce business with its seasonal nature involves somewhat more than 
ordinary financing requirements. I can say that the First National 
has been of great help to us in meeting these needs. 

In return for their services, the bank has never at any time tried 
to force us into any dealings with any affiliated connection of theirs. 
In other words, they have alwe ays given us good banking service with 
no strings attached. 

I know many of the patrons of the bank in our community, and those 
with whom I have talked are of the same opinion. We all feek that the 

bank is right up on all developments in the Yuma area and anxious 
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to advance our area in every way. It is perfectly natural that we 
would be very much behind a bank which is so much behind us. 

I believe, and I think it is the consensus of opinion of the patrons 
and depositors of the First National Bank, that its strength should 
not be impaired by any legislation which would prevent it “from con- 
{inuing to serve as the reliable institution that it is. 

Senator Frear. Mr. Newcomer, when were you first apprised or 
when did you get your first knowledge of H. “R. 6227, S. 880, and 
S. 2350. 

Mr. Newcomer. Well, I could not state the exact date. Naturally 
I read the papers and I get lots of correspondence in the office there 
from various sources. I certainly was very much taken up with what 
was purported to be tried to do in this banking situation. 

I might say that one of the things that appealed to us mostly—I 
hs 1ppened to be in on most all these banking failures here—I would say 
from the time of the Old Dominion, which was the last bank that 
failed there, until the present bank came in, which is the First National 
Bank of Arizona. Our business is such that—well, it would be pretty 
hard for me to explain to you all that takes place in the produce busi- 
ness as regards financing. Most of the country at that time, that is 
the moneymaking part of the country, was in vegetables. So I believe 
that every vegetable man possibly knew the past history of Mr. A. P. 
Giannini. He certainly did know the vegetable business. It could 
possibly be that the founding of his bank originally came from vege- 
tables, because he ran a vegetable cart himself at one time. So the 
community itself was very “much interested in getting the First Na- 
tional Bank in there, or something that was supported by the Giannini 
interests. 

During this time that we had no banks down there, it was necessary 
to obtain capital from—well, just anywhere you could get it. I re- 
member sending quite a number of wires to the eastern seaboard and 
to some of the larger markets—sitting down and wiring out to ask for 
$10,000 to be wired in the next day to you. Well, in our instance we 
never were refused. But that money cost lots of money. In other 
words, we would ask some big firm in New York, which we had to a 
number of times. You get on the telephone and you tell him how you 
want to pay this thing off. Say you would ask him for $25,000. That 
would indicate you were going to sign off 250 cars of merchandise after 
it was grown to ‘this gentleman, and 1 that would be $100 a car preseason, 
in adva ance. Well, after you got this money, then, of course, you grew 
the crop and maybe you had numerous things happen—bugs and one 
thing and another. When it came time to ship, you would find out you 
used the money all up and you didn’t have anything to start to ship 
on. So you came back to this gentleman and tell him, “We are re: idy 
to ship and we are going to have to have a shipping advance.” Well, 
he would say, “How mue ch per car is it going to take to ship this stuff?” 
You tell him $250 a car. So he would send you the extra $250 a month 
to pay your shipping bills to load that stuff on cars, and you would 
ship the merchandise out to him. When he had it sold, he would take 
all these advances off, plus 7 percent, and return you the balance. 
Incidentally, sometimes there was not too much to be returned. 

I am just giving you a picture now of what can happen in a com- 
munity where you do not have a strong bank, such as we have down 
there. 
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In 1934 it was supposed that the river was going to be dry, the 
Colorado River, which is the source of water for that area and also 
the Imperial Valley. So with all the indications being favorable, we 
started out, our company, without any money, and we could not get 
any money, to tell you the truth, and we drilled 13 wells in that valley. 
We went on the cuff for the casing, we went on the cuff for some new 
pumps, we dug up some old pumps that were scattered around over the 
upper valley, where the former farmers or people had gone broke. 
We went on the cuff for engines to pump them with. ‘Those of us 
that were on a salary did not draw any salary. We also went on our 
face at the stores around town. And it finally come down to Novem- 
ber, and we still needed $25,000 to put that crop over. 

We approached everybody that we could think of. No bank would 
loan us money. And finally a gentleman came along and said, “Well, 
(ll tell you what Vl do. I think your deal is all mght. I will loan 
you the $25,000, if you will put that in percentagewise on everything 
that is expended on that crop.” So we took the money, naturally— 
we had to have it. We paid that gentleman back the next spring some 
$66,000 for that $25,000. We had some accounts where interest had 
cost us 125 percent interest besides that—not that particular year, but 
along through our existence. 

So when you speak of tearing up an organization, even if it is 
backed up—I am talking about a bank, and any branches that it has 
under there, which certainly are put in for convenience sake—if you 
figure on tearing down the financial structure that is so evident in a 
community as ours, by reason of having something stronger up above 
to contain or hold this, I think you are doing a very wrong thing. 

Senator Frear. You are familiar with the proposed legislation in 
these three bills ? 

Mr. Newcomer. I have read it; yes, sir. I would not say that I am 
enough of a banker to understand it fally. But I have read it and I 
think I have some conception of it. 

Senator Frrar. If the passage of any one of these three should 
come about, how would it adversely affect the First National Bank of 
Arizona ¢ 

Mr. Newcomer. Well, I believe that—in fact, I know that the Trans- 
america does own stock in our bank, and we consider it a very strong 
institution. In fact, it is a bulwark of strength of the whole west 
coast. I think everybody out there concedes that. I don’t think it is 
going to harm any of the rest of the banks around there. They are 
all progressing. The expansion out there is so terrific that they need 
these other banks. I do not think it is going to make one iota of 
difference. 

Senator Frear. Then you really do not object to the legislation if it 
does not make any difference. 

Mr. Newcomer. I mean as far as this big bank hurting the others 
banks. 

Senator Frear. If any one of these bills were passed, how would 
that adversely affect the First National Bank? Would not the First 
National Bank be permitted to carry on as it is now doing? 

Mr. Newcomer. The way I understand this thing, the present banks 
that are under, you might say, the domination of Transamerica would 
not be bothered. 

Senator Frear. That is my understanding. 
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Mr. Newcomer. They would merely stop the expansion; is that also 
correct ¢ 

Senator Frear. I think so. 

Mr. Newcomer. Well, I think they perform such a wonderful func- 
tion out in our country—in fact, I talked to any number of people 
that do deal with the bank, and I am sure most of them out there 
are very well satisfied with the conditions as we have them. As long 
as they are within the reaches of the law right now, which I assume 
from listening to testimony so far they are, and just from a good, 
solid thinking standpoint, I cannot see where there is any more control 
necessary on what we already have. 

Senator Frear. Well, in what way would any one of these three 
bills control what you an been speaking about 

Mr. Newcomer. Well, I imagine one thing that has made them 
strong is the leeadiousuia that they have made and their ownings, 
and the bills speak in there of divesting them of their other hok lings 
outside of banks or else divesting their bank holdings. 

Senator Frear. You think that the First National Bank of Ari- 
zona can better serve the people of Arizona, if Transamerica is 
permitted to continue its nonbanking operation; is that correct / 

Mr. Newcomer. I would think so. 

Senator Frear. In what way ? 

Mr. Newcomer. Well, we would think that their nonbanking con- 
nections are sources of revenue that will simply make them that 
much stronger. When you have been in a country where there has 
been so many bank failures, naturally the whole community or the 
communities, areas, whatever it might be, are interested in something 
that is practically impregnable. I believe there is much difference 
between the more closely populated districts over the country than 
there is out there. We are pretty much out in the wide open spaces, 
and there is room for expansion. And there will be expansion. The 
expansion in those kind of places that we have out there and the 
conditions we have out there are very expensive. It takes wealth to 
do that. 

Senator Frear. In other words, the income from the banking opera- 
tions you do not think is sufficient to give to the people of ‘Arizona 
sufficient banking credit, that they must have nonbanking interests 
in order to do that. 

Mr. Newcomer. Well, I wouldn’t say that. 

Senator Frear. Well, then, how would these give any ill effects 
to the First National Bank of Arizona, any one of these three bills? 

Mr. Newcomer. Well, of course, there are industries out there, like 
the fishing industry up North. I am just an average layman. I am 
not speaking technically. 

Senator Frear. I think you are talking to one of the same type, 
so we ought to be able to understand each other. 

Mr. Newcomer. Well, say, for instance, that if you are just getting 
into straight banking, maybe manufacturing, or something like con- 
ditions you have back here, it might be a little different than it is 
out rene I believe during the depression here that this Bank of 
America, Transamerica combining, whatever it might have been, 
siennttonlli saved the San Joaquin Valley. They had tremendous 
holdings up there, and the power that went with that in bringing 
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the water into that country at the time that it was needed, popula- 
{ionwise, expansionwise of the population, I think that is one of 
the most wonderful things that ever h: appe ned. I don’t think there 
is any doubt that maybe there might be times ahead of us that same 
thing might happen again. People who have once gone through a 
condition like we have down there and many other places in the 
country are awful skeptical when they begin to see the capital struc- 
ture of something that looks sound and good— they are pretty darned 
skeptical about what is going to happen. That is the thing that makes 
people draw in their horns on their own money and begin to get 
ul irmed on what is going to happen. Iam speaking from experience. 

Senator Frear. Would you say that that same condition would exist 
that would warrant the same type of banking operation in any other 
area or territory, even though your area may be predomin: intly vege- 
table growing as far as agriculture is concerned. Do you think in 
order to establish sufficient credit finance in a community that an 
organization, a bank holding company or similar organization should 
be permitted or maybe even encouraged to have nonbanking interests 
in order to facilitate the proper type of credit for a community ? 

Mr. Newcomer. Well, those things, of course, are under the law, and 
I think as long as they are proven sound, I really think they are a good 
thing. 

Senator Frear. You think their experience in other fields of opera- 
tion is a distinct asset in the field of banking ¢ 

Mr. Newcomer. I certainly do. I am sure glad they know about 
our business. 

Senator Frear. [f it is good for Arizona, it could be good for any 
place. 

Mr. Newcomer. I would think that is right, too; yes, sir. 

Senator Frear. Your idea is unbounded as far as giving strength 
and preventing impairment of banking facilities in an area as to what 
type of operation a bank company may operate, have in its jurisdiction, 
have control over? 

Mr. Newcomer. Now, of course, a banker would know about that 
more than I do on just how far they should go in these things. 

Senator Frear. Yes, sir; but I think you are a pretty good man to 
assay that situation since you are certainly an expert in the produc- 
tion of fruits and vegetables, and I admire you for it, sir. I think 
your experience in the banking field gives you an opportunity to 
blend those two opinions and give this committee valuable informa- 
tion as to their determination, whether they should vote for or 
against the legislation that is now before them. I can assure you, 
sir, that my line of questioning is only to bring to myself and the 
subcommittee what we hope will be of some benefit to them in their 
decision when they have to vote on this. 

Mr. Newcomer. Just as an incident on how things do happen in a 
country like ours we’ll say that the market becomes bad in our produce 
business. We find it necessary to discard large tonnage of our crop 
as being not exactly up to what it should be for shipment, whereas if 
there is a shortage everybody knows the farmer gets rid of most of 
what he has. 

\nd our business is becoming a little more specialized and one thing 
and another as the years go on. There is more money involved in 
every crop. The wages have gone up. The prices of our machinery 
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and our equipment have gone up. Facilities—anything that is built— 
have gone up. But the average overall prices that we get seem to 
have been doing down. 

So we decide that we are going to salvage a large amount of this 
crop that ordinarily would be plowed back into the ground, and we 
want to start a beef-producing business. So we approach our bank, 
and we tell them what we have in mind. We discuss those things 
openly with them. They tell us some of the pitfalls of the cattle 
business, how much credit they would allow, and one thing and 
another. 

You sit down right across the table and work those things out, and 
generally that man that we are talking to understands his business. 
He can explain just what has to be done, how far the bank can go. 
And when we get through with that conversation with the gentleman 
we are pretty well satisfied as to just what course we want to take, 
whether it is going to be possible to do certain things. 

So we get into the cattle business. The same as we try to figure 
out some way where we can carry part of the load of our vegetable 
business so we get into the cotton business. 

Well, now, the reason we get into the cotton business is because in 
our country down there we can grow three bales of cotton or more per 
acre, Which is pretty good production, even figuring the extra farm 
costs of growing that cotton which are much more than they are in 
Alabama, Mississippi, and these other Eastern States. 

Senator Frear. That I assume is under ir rigation ¢ 

Mr. Newcomer. That is correct; yes, sir? 

Senator Frear. Is that from wells?) Do you get your water from 
wells? 

Mr. Newcomer. No. No, the only time we have had wells in the 
valley was when we put them in, and we were the only ones that had 
them in in 1934. 

Senator Frear. The cotton you are speaking of now is irrigated by 
water 

Mr. Newcomer. From the Colorado River. 

Senator Frear. From the Colorado River? 

Mr. Newcomer. Yes, sir. Anyway, the reason for the cotton was 
in the first place we think we can raise a lot of cotton, and in the 
next place it does provide income because cotton can be turned over im- 
mediately if you want to, or you can gamble. Whatever you want. 
You can still borrow money on that cotton. That provides money 
that can be turned back into your vegetable products. 

Senator Frear. I assume this is probably off the subject, but I as- 
sume that you would be in favor of expanding the possibilities of irri- 
gation from the Colorado River project ? 

Mr. Newcomer. Well, I believe so. I am just not exactly in ac- 
cord with the upper stream improvements that. they are figuring 
about. I think they are out of line as far as being expensive. 

Senator Frear. I did not quite understand that. 

Mr. Newcomer. I say the expense of it. I imagine that the im- 
provement on the upper Colorado River probably runs up into the bil- 
lions of dollars. It might be necessary sometimes. That is just a 
layman’s idea. 

‘Senator Frear. Of course, I suppose you would not oppose conserv- 
ing all our natural resources we possibly could ¢ 
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Mr. Newcomer. Absolutely. I do believe the way the river is run- 
ning now that possibly some time or other the Central Valley of 
Arizona should Sens a little better break than they are getting. 

Senator Frear. Well, I expect, sir, if I lived in Phoenix | prob- 
ably would think as you do. I must respectfully submit, however, that 
we probably disagree on that one. 

When was the First National Bank of Arizona granted its charter ? 

Mr. Newcomer. Well, I could not give you the exact date in Phoenix. 
Of course, we are operating under the Yuma branch. 

Senator Frear. Yes. 

Mr. Newcomer. We have records there at home, but I did not bring 
those along. I am not sure. 

Senator Frear. Do you know when the controlling interest was 
purchased by Transamerica ? 

Mr. Newcomer. No, I could not give you that date. 

Senator Frear. Well, that is all right. 

Mr. Newcomer. I possibly may have that in the record. I am not 
sure of that. 

Senator Frear. Thank you very much, sir. I am glad to have you 
here, and I can assure you you have alerted me to some of the projects 
in Arizona. 

Mr. Newcomer. I assure you gentlemen of the committee I appre- 
ciate very much coming in here, not only in my own behalf but in behalf 
of many of the stockholders of this bank in the Yuma area. 

Senator Frear. Thank you, sir. 

Mr. Newcomer. Thank you. 

Senator Frear. Mr. Joe H. McBeath, Henderson, Nev. 

Have a seat, sir. 

Do you have a prepared statement, sir ? 


STATEMENT OF JOE H. McBEATH, DIRECTOR, BANK OF NEVADA, 
HENDERSON, NEV. 


Mr. McBeatu. I have. 

Senator Frear. You may proceed, sir. 

Mr. McBearn. I am Joe H. McBeath, 27 Church Street, Henderson, 
Nev. I moved to Henderson, Nev., in 1947. I am a retail druggist, 
and have owned and operated Henderson Rexall Drugs since January 
1, 1949. Iwas employed by the Walgren Drug Co. for 14 years prior 
to that time. 

The town of Henderson was built in 1941 by the Federal Govern- 
ment as part of a project to manufacture magnesium for the war 
effort. At the close of the war, the plant and townsite were sold to 
the State of Nevada. The State of Nevada sold or leased the facilities 
of the plant to several chemical companies, which are all in full pro- 
duction at the present time. 

The United States Government had built about 1,000 houses and 
about the same number of apartments. These were all sold to the 
people living in them. In addition, about 1,085 new homes were 
built. We had a population somewhere between 10,000 and 12,000 
people. 

The business district had never expanded to keep pace with this 
population increase. New busin sses of every kind, including a bank, 
had to be interested in going into business in the town of Henderson. 
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The chamber of commerce instigated a movement to have a bank estab- 
lished in Henderson in 1949. Statistics were mailed out to all the 
banks in the State of Nevada, asking them to establish a bank in Hen- 
derson. I worked on this bank question along with other members 
of our chamber of commerce. We were unable, despite all our efforts, 
to get either a branch bank or a locally owned bank organized. 

It was not until May of 1953 that the Bank of Nev ada decided to 
open a branch. Construction was started and the bank was opened in 
February of 1954. They erected a building at the cost of $150,000 
with adequate parking and banking fac ilities. If it were not for the 
enterprise of this Transamerica b: ink, we probably would still be with- 
out satisfactory banking service in Henderson. 

On the day the He nderson branch opened, I asked the president of 
the bank if there was any stock in the bank for sale. He informed me 
that there was, and w ithin a few weeks I purchased stock in the bank. 
At this year’s annual meeting of shareholders, I was elected to the 
board of directors of the bank. I have attended all board meetings; 
I was also elected to the executive committee and have attended all 
meetings of this committee. 

All matters pertaining to the operation of the Bank of Nevada are 
presented to our monthly board meeting. During the month various 
committees of the board such as the discount and executive committees, 
meet as often as necessary. 

Of the 8 members of the board, 6 of us are Nevada people, living in 
and around Las Vegas. I have heard that. some people say in these 
hearings that we are all “dummy directors” because Transamerica 
Corp. owns a majority of our bank’s stock. This just is not so. I vote 
on everything the bank does—including salary raises, hours of busi- 
ness, and every other part of the bank’s business. I vote exactly as I 
think and no one tells me how to vote. And the same goes for the 
rest of our board. 

Transamerica furnishes our bank with valuable guidance and useful 
suggestions on banking service. It does not, however, tell us how we 
must run our bank. As for Transamerica’s other subsidiaries, we 
operate completely independently of every one of them. 

[ am particularly interested, of course, in our town of Henderson, 
and I am proud of the job our branch is doing there. It has been 
making loans of all kinds—from automobile loans to construction 
loans for new buildings. We finance installment paper for almost all 
of the local retail stores. In our loan work and in all of our bank’s 
operations, I think I can say that we know what is going on in the 
area and know what our folks need from their banks. I am sure we 
are doing a good job in meeting their needs. 

The Bank of Nevada has served Henderson in the same way that 
it is helping other areas in southern Nevada. As apparently is the 
record of all Transamerica banks, our bank has moved forward and 
brought needed banking services to expanding communities. It makes 
no sense to pass any law which would wreck this or ganization which 
has meant so much to our small but growing towns. 

Senator Frear. Mr. McBeath, I am sure you will determine after 
this question that I am not too familiar with your particular part of 
the country. How far is Henderson from its largest neighboring city ¢ 

Mr. McBeraru. Eleven miles from Las Vegas. 
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Senator Frear. What is the population of Henderson approxi 
mately ¢ 

Mr. McBearn. Between 10,000 and 12,000, 

Senator Frear. That is at present ¢ 

Mr. McBraru. Yes. 

Senator Frear. What produces the economy in Henderson ‘ 

Mr. McBrarn. Chemical industries. 

Senator Frear. Are they local industries ? 

Mr. McBearn. Do you want me to name them / 

Senator Frear. No, I donot particularly care to have them named. 

Mr. McBratu. They are all corporations from all over the United 
States. Plants of enormous size. 

Senator Frear. Sir? 

Mr. McBearn. They are companies of—Well, there is Titanium 
Corporation of America and Western Electrochemical and Stauffer 
Chemical. 

Senator Frear. What I am leading up to is this: Is it necessary for 
the office of your bank to finance any of those operations, or are you 
lending predominantly to the people of smaller groups, that is, the 
individuals in the area ¢ 

Mr. McBearn. All loans we have made so far since I have been 
on the board have been locally. None tothe plants. 

Senator Frear. What is the capitalization? Do you have a separate 
capitalization for your branch, or do you take the capitalization of 
the Bank of Nevada? 

Mr. McBearu. Bank of Nevada. 

Senator Frear. What is its capitalization / 

Mr. McBrarn. I do not know. 

Senator Frear. This is a rather personal question, but I think it is 
fair. You are paid a fee for attending a directors’ meetings ¢ 

Mr. McBrarn. Yes, and mileage. 

Senator Frear. Sir 

Mr. McBratnu. Yes, I get paid and get mileage for directors’ meet- 
ings and committee meetings. 

Senator Frear. Well, that iscustomary. The reason for asking was 
since it was a new branch as to whether there was any determination 
about paying directors’ fees for the first year or 2 or 5 years of opera- 
tion or not. But you apparently started out receiving directors’ fees 
on your first meeting ? 

Mr. McBratu. I did. 

Senator Frear. In what manner do you feel that any one of the 
three bills that are now before this committee would adversely affect 
your bank ? 

Mr. McBratu. You are speaking now of the Bank of Nevada? 

Senator Frear. Or your branch. 

Mr. McBratu. No, I do not think it would affect our branch, but 
it would affect our expansion of the Bank of Nevada. We are in the 
process now of opening another branch in there. 

Senator Frear. How would it affect it ? 

Mr. McBeraru. From the withdrawal of Transamerica. 

Senator Frear. Would not the Bank of Nevada be permitted to open 
a branch any place in Nevada? I assume that the laws of Nevada per- 
mit branch banking. 

Mr. McBeartnu. They do. 
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Senator Frear. Would not the Bank of Nevada be permitted to 
open a branch in some other community? I believe you have three 
branches now. Is that correct ? 

Mr. McBeratu. Sir, we have four now. 

Senator Frear. You aa 

Mr. McBratu. Well, I am not familiar with the banking laws 
enough to know, but I vue think that we would have to have the 
money. 

Senator Frear. Well, do you think it would or don’t you think it 
would? 

Mr. McBrarn. Yes, I think it would definitely stop them from 
e xpanding. 

Senator Frear. You think it would prevent you from giving bank- 
ing facilities to areas that do not now have it and need it? 

Mr. McBeatu. Well, I think that the population of Clark County, 
Nev., will double again during the next 5 years. It has doubled 
several times since I went over there in 1947. “And I think it is going 
to keep right on. 

Senator Frear. Do you think you are going to continue to need the 
assets of companies outside of the State of Nevada ¢ 

Mr. McBeatnu. I do. 

Senator Frear. That is interesting. According to your last sen- 
tence you think it would wreck the organization. I assume you mean 
Transamerica by that? 

Mr. McBeatn. Yes. 

Senator Frear. Thank you, sir. 

Mr. McBrarn. I have a question too. This is off the subject, but 
I also am in favor of the development of the Colorado River. We 
need power and water there very badly. 

Senator Frear. Well, I think in answer to the question that I just 
gave you a while ago you said that the State of Nevada is going to 
depend upon outside sources. I can readily understand why you 
would ask me that question. 

[ feel this way, sir. This is purely a personal opinion, and I only 
have one vote on the Senate floor, and I voted against the Central 
Arizona project, so we will have that straight. 

I will tell you the reason I voted against it or one of the many 

easons that I voted against it. I thought if the people of the East 
were putting sufficient money into Unc ‘le Sam’s treasury to build a 
project for the State that would be benefited by it that repayment and 
a plan of amortization with interest should have been provided, sir. 

I agree with you I suspect in your thinking that the East would not 
be very long existing without the West. I agree that we need the 
West, as an easterner would say, and that we “should work in coop- 
eration with the Western States. T think by the same token that 
money invested out of Uncle Sam’s Treasury which predominantly 
comes from the East should be repaid to the Treasury so that it can 
be worked in a community enterprise for the 48 States and not for 
the benefit of 2 or 3 or half a dozen. 

Mr. McBrarxu. Don’t you think—— 

Senator Frrar. There is no reflection on the State of Nevada or 
any other State, because, to be perfectly honest with you, I like the 
State of Nevada. 
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. McBeatu. Well, Boulder Dam will eventually do just what 
you say it will; pay the Government back. 

Senator Frear. Can you support that with figures / 

Mr. McBearu. Well, they are doing a pretty good job. 

Senator Frear. Or is that what somebody told you? 

Mr. McBratu. That is what you read in the papers, in these reports, 
that they are paying it back. 

Senator Frear. Sometime when you rave a little time I would like 
to be better acquainted with some of these things. I am afraid I do 
not have all the information. At least it does not one with what we 
are up against now. I would be interested though, si 

Do you want to pose any more questions to me? 

Mr. McBraru. No. 

Senator Frear. Thank you very much. I have enjoyed your tes- 
timony on the bills, and I have also enjoyed that which followed it. 
Thank you. 

Mr. McBratu. Thank you, sir. 

Senator Frear. Mr. Albert H. Heath, Tacoma, Wash. 


STATEMENT OF ALBERT H. HEATH, DIRECTOR, NATIONAL BANK 
OF WASHINGTON, TACOMA, WASH. 


Mr. Hearn. My name is Albert H. Heath. I am president and 
general manager of the Hunt & Mottet Co., wholesale hardware and 
steel distributors, a Washington corporation, located in the city of 
Tacoma, Wash. We do business in Washington, Oregon, and Alaska. 
Our company employs 175 people and we are represented in the areas 
mentioned by 38 traveling salesmen. 

I have lived in Tacoma, Wash., since 1904, and have been active 
with the company since 1916, and president since 1940. My com- 
pany does its principal banking business with the National Bank of 
Washington, a subsidiary of Transamerica, and I am a director of that 
bank. 

Approximately 4 years ago I was approached by 3 or 4 members of 
the board of the National Bank of Washington and offered a position 
on their board. Inasmuch as I had done business with the bank for 
inany years and personally knew all of the directors favorably, I ac- 
cepted, and was elected. At present, besides being a board member, I 
am also a member of the bank’s examining committee. The other 
directors are all local men who are active in lumber, chemical, and 
distributing businesses in our area. 

Since becoming a member of the board, I have observed that the 
policies of the bank have been fully under the management of the di- 
rectors and bank officers. Since my association with the board and its 
present officers, the deposits of the bank have increased consistently. 
Our Tacoma trading area has definitely improved economically. The 
progress of the bank has been particularly evident since Transamerica 
acquired an interest in the bank. At no time since my service on the 
board have I been cognizant of any domination or improper influence 
by Transamerica. Our growth and development. has been entirely the 
result of the active participation of officers and directors of the bank. 
They have been able to do what they think best, free from Trans- 
america’s directions. 
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My connection with the National Bank of Washington as a cus- 
tomer dates back through the entire history of our business. At no 
time has our rel: ationship been more satisfactory than since Trans- 
america became connected with the bank. We are, for our size busi- 
ness, heavy borrowers, and in the use of funds we have enjoyed the 
privilege of the commercial paper market which has been extremely 
advantageous to us at times. 

Our bank has at no time sought to discourage us in securing funds 
this way. Rather, it has encouraged us to do what is best for our own 
interests. No effort has ever been made directly or indirectly to even 
suggest that we place our insurance or other business with any of the 
fransamerica companies and I do not do so. 

Through the foresight and aggressive policy of our bank president 
and the board, we have been able to better serve our community through 
additional branch bank facilities and make an increasing contribu- 
tion to the economic life of our area. There are other banks in sharp 
competition with us. The policies and decisions made by our bank are 
strictly in the local interest. 

As I look back on the development of the last 15 years of our com- 
munity, I am convinced that the aggressive policies of our bank have 
done a tremendous job in enhancing our economy and in influencing 
outside enterprises to locate in Tacoma, which has been an important 
factor in our healthy economic growth. I am proud to be associated 
with the bank. It is a good thing that Transamerica saw fit to show 
confidence in the Northwest by placing at the disposal of our bank 
in the capital funds that they have . 

I do not want to see any legislation passed which will interfere with 
the continuation of this useful relationship which has done so much 
for our State. 

Senator Frear. Mr. Heath, in what way do you think the three bills 
that are now before us will handicap your bank ¢ 

Mr. Hearn. If I understand the bills correctly, it would limit the 
participation of Transamerica and would curtail funds available and 
correspondingly would limit the chance for our growth. 

Senator Frear. On page 2 you state: 

Our growth and development has been entirely the result of the active partici- 
pation of officers and directors of the bank. 

Mr. Heatu. With the capital available from Transamerica since 
they came in. Our deposits at the time or prior to Transamerica were 
around $40 million. Since Transamerica participated, our deposits 
now are $143 million. 

Senator Frear. Does that include the branches? 

Mr. Hearn. It includes the branches, yes. 

Senator Frear. How does that compare with other commercial 
banks in the State of Washington ? 

Mr. Hearn. In our area particularly, leaving out other cities? 

Senator Frear. The whole State. What I am trying to get at is 
has the general economy given you those increased assets or is it 
because Transamerica is there? 

Mr. Hearn. Some of each. 

Senator Frear. Some of each? But you do not think you could 
have prospered without Transamerica? ‘To that extent / 

Mr. Hearn. Not to that extent; no, sir. 
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Senator Frear. You perhaps would have gotten your share of the 
general economic increase in your community / 

Mr. Hearn. Not to near the extent that has been our possibility 
since that participation. 

Senator Frear. Why do you think that is so ¢ 

Mr. Hearn. Well, they have been influential in getting industries 
to come in to Tacoma through that means. It has been a very healthy 
thing. 

Senator Frear. Do those industries which they have influenced 
come to Tacoma do business with your bank ¢ 

Mr. Hearn. Not all of them. 

Senator Frear. In other words, Transamerica has not said, “Come 
to Tacoma and borrow from our bank ?” 

Mr. Hearn. They have never. We secured three industries for 
Tacoma and hoped we would get it. Other banks got it, but neverthe- 
less we are happy to have them. 

Senator Frear. You think you participate to some extent anyhow 
in those—— 

Mr. Hearn. Definitely it has affected our business because it has 
brought more activity. 

Senator Frear. Is there a question in your mind that those activ- 
ities or those new companies may have located elsewhere had it not 
been for Transamerica ¢ 

Mr. Heatu. In three instances, definitely. 

Senator Frear. That Transamerica brought in? 

Mr. Hearn. Yes. It has been a very healthy thing for us. 

Senator Frear. Suppose one of your competitors over in Oregon 
would have gotten those three had Transamerica not brought them 
to Tacoma? What question should I ask that person ? 

Mr. Hearn. Well, I think it is all in the name of competitive in- 
terests. 

Senator Frear. Anyhow you are happy that you got them and you 
are happy that you are connected with Transamerica, and you do not 
want any legislation passed which will interfere with the continua- 
tion of the useful relationship that Transamerica has given to your 
State, as I understand your testimony / 

Mr. Hearn. That is correctly stated. 

Senator Frear. You do think that the bills before us would restrict 
the activities of your bank and its branches to the extent of being a 
detriment ? 

Mr. Hearn. Yes. 

Senator Frear. When did you leave Tacoma ? 

Mr. Hearn. To come here? 

Senator Frear. Yes, sir. 

Mr. Hearn. I left Tuesday morning. 

Senator Frear. You flew ? 

Mr. Hearn. I flew all the way, yes; Tuesday night, 12: 30. 

Senator Frear. What airline did you fly ? 

Mr. Hearu. United and Capital. 

Senator Frear. United and Capital? 

Mr. Hearn. Yes. I hope to get back tomorrow by United. 
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Senator Frear. Well, they are both good lines. 
give you a safe return ; at least I hope so. 
~ Lam a little interested that you say you have a wholesale hardware 
and steel distributing business. Did you come to Washington only for 
testimony on these bills? 

Mr. Hearn. No, [ was here on another matter. 

Senator Frrar. You were here on another matter ? 

Mr. Hearn. On a rate matter. 

Senator Frear. That is not before this committee, is it? 

Mr. Hearn. No. 

Senator Frear AjJl right, sir. Thank you, sir. It is nice to have 
you, sir, 
* Mr. Hears. Thank vou very much. Thank you for your time, sir. 

Senator Frear. Horace Brower, president and director of Occi- 
dental Life Insurance Company of California. 


I think they will 


STATEMENT OF HORACE BROWER, PRESIDENT, OCCIDENTAL LIFE 
INSURANCE CO. OF CALIFORNIA 


Mr. Brower. My name is Horace Brower. I am president and di- 
rector of Occidental Life Insurance Company of California, whose 
stock is wholly owned by Transamerica Corp. I appear here in opposi- 
tion to the bank holding company bills before this committee. I have 
been associated with various companies in the Transamerica organiza- 
tion since 1922 and have been with Occidental since 1933. For many 
years I have also been a stockholder in Transamerica, just like many 
other officers and employees of Occidental. 

Transamerica acquired the Occidental Life in 1930. At that time 
Occidental, which had been in business since 1906, had only a little 
more than $150 million of insurance in force and stood in 66th place 
among the life insurance companies doing business in North America. 
Today our company has more than $514 billion of insurance in force. 
We have had an increase of 3,500 percent since Transamerica acquired 
the company in 1930. We now occupy 12th position among the life 
insurance companies in North America. 

There are more than 4 million people who hold policies in Occi- 
dental, or who are covered by one of our many group policies. We 
have policyholders throughout the country and make loans throughout 
the country. Occidental’s growth since 1930 has not only been the 
most rapid of any of the larger companies, but it has been a sound 
growth. We have followed good underwriting practices and the 
business is in excellent condition. We are examined, of course, regu- 
larly by the representatives of the many States where we do business. 
In addition, since we are owned and controlled by Transamerica, we 
are subjected to periodic examination by representatives of the Fed- 
eral Reserve Board. 

I cannot see any reason why Occidental cannot and should not con- 
tinue its present relations with Transamerica. In all my experience 
with Occidental and in the Transamerica organization I do not recall 
a single time when I felt that anything was being done which was in 
any way harmful or detrimental. I know that, in fact, Transamerica 
has been of very genuine assistance to Occidental in many ways. I 
believe it has also made a real contribution to the rapid development 
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of industry in the Western States and elsewhere where we do business. 

When Transamerica first bought Occidental, its resources, the abil- 
ity of its management, the availability of its advice, were all of great 
importance to us. Without Transamerica I do not believe that Occi- 
dental could have made anything like the showing it has made. It 
seems to me most unfair to pen: alize Transamerica when it has been 
responsible in part for our rapid growth and our important accom- 
plishments in the life insurance field. Let me give you some idea of 
the kind of help Transamerica has given us, particularly in making 
substantial contributions of capital “when they were vitally needed. 
For example, at the time we emerged from the depr ession of the 1930’s, 
our company was burdened with real estate it had been obliged to 
acquire through foreclosure. At the end of 1931 the amount of real 
estate so held exceeded $4 million, while the company’s capital and 
surplus on the same date amounted to but $1,800,000. Through cash 
and other valuable contributions made by Treneainerse: a we were re- 
lieved of this burdensome load. As a result, we were among the first 
companies on the Pacific coast to reenter the lending field when the 
Federal Housing Administration program was inaugurated. Today 
we continue to cooperate in the national program by devoting very 
susbtantial sums to mortgages on private single-family homes through- 
out the Nation. This includes a large amount to veterans of recent 
wars. Our company has been one of the leaders among insurance 
companies in investing in GI and FHA home mortgages. 

Similarly, there was a period during the middle thirties when we 
reinsured certain life insurance companies whose affairs had reached 
a state where help was imperative to avoid complete collapse. We 
thus managed to save thousands of policyholders of those companies 
from loss of their cash values and the insurance itself. Such financial 
aid was forthcoming only because of the resources of Transamerica 
Corp. and its willingness to make substantial contributions of capital. 

In the matter of insurance and investment reserves we have set up 
amounts far in excess of those required by law. This has been made 
possible through having an understanding parent organization which 
was willing to forego profits in order that our policyholders might 
receive the ultimate in protection. 

[ understand that it has been suggested in these hearings that in 
some way Transamerica throws business to us and we throw business 
to the Transamerica banks. This is simply not so. 

[ had a look at our bank accounts as of June 30, 1955, and I find that 
93 percent of our bank accounts and 95 percent of our deposits are 
carried in banks in which Transamerica has no investment position 
whatsoever. 

We do not in any way suggest to people to whom we loan money 
that they bank in the Transamerica banks or that they buy their fire 
and casualty insurance from the Transamerica companies, anymore 
than we tell these 4 million people who have policies with us that 
they have to buy Bumble Bee seafood. The whole idea is ridiculous. 
This would not be a good way to do business. We would lose a lot 
more than we would gain. It is certainly against Transamerica policy 
and contrary to the high trusteeship which we at Occidental feel we 
hold because of the nature of our business. Under these and other 
circumstances, which time does not permit me to enumerate, I have 
reached the long and well-considered conclusion that: 
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First, there is no demonstrable need for legislation of the type sug- 
gested, and the enactment of same would not be in the best interests 
of the people. Second, that the bills would eliminate future competi- 
tion rather than to correct existing ills. Third, that a free competitive 
market is a part of our free-enterprise system and should be preserved 
at all costs. Fourth, in my opinion, the policyholders and group cer 
tificate holders of Occidental Life and the stockholders of Trans- 
america Corp. would not be well served by the enactment of this 
legislation. And, finally, that the proposed bills are unsound and 
should be defeated. 

Senator Frear. I think I can understand your last sentence. In 
your opinion, Mr. Brower, what would happen if Federal legislation 
were enacted and Transamerica had to divest itself of Occidental / 
In other words, what would happen to Occidental in that event / 

Mr. Brower. Well, I do not even know, Mr. Senator, what would 
happen. Asa matter of fact, I am not at all sure that Transamerica 
would, under the bill, have to divest itself of Occidental. It might, as 
I understand the bills, have the privilege of divesting itself of the 
banks. 

Senator Frear. That is true. 

Mr. Brower. It is entirely possible that the board of that organiza- 
tion might elect to go in that direction, and if they did it would not 
be surprising in the light of Occidental’s record and its standing. 
But I do not know the answer to those things. 

Senator Frear. Well, of course, I understand, but I am just won- 
dering how far Occidental could go on its own without Transamerica. 

Mr. Brower. Well, that is a good deal like trying to predict the 
future. I do not know. I do not know what the future holds. It is 
an imponderable, Senator. 

Senator Frear. You suggest that the bills would eliminate future 
competition rather than correct the existing ills, so I thought maybe 
you might want to project yourself into the future in answering the 
question I just asked. 

Mr. Brower. Not in that particular regard; no 

Senator Frear. All right. 

Well, we thank you for your appearance, Mr. Brower. 

Mr. Brower. I thank you, sir, for allowing me to appear. 

Senator Frear. Mr. C. B. Stephenson, president of the First Na- 
tional Bank of Portland. 


STATEMENT OF C. B. STEPHENSON, PRESIDENT, FIRST NATIONAL 
BANK OF PORTLAND 


Mr. SrerHenson. My name is C. B. Stephenson. I am president 
of the First National Bank of Portland, of which the Transamerica 
Corp. owns approximately two-thirds of the stock. The balance is 
owned by upward of 3,000 stockholders residing in Oregon and 33 
other States. I am a native-born Oregonian and have been a resident 
of Portland, Oreg., all of my life. I have worked for the First 
National Bank of Portland in various capacities since 1930 and became 
president in 1953. 

I am here to testify in opposition to bills before this committee 
which would unfairly restrict the activities of banks held by a bank 
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holding company and would require an election on the part of any 
such holding company to choose between its lawful banking and lawful 
nonbanking investments. 

Since the acquisition of the controlling-stock interest of the First 
National Bank of Portland by Transamerica in 1931, I can testify 
that Transamerica has not attempted to direct the day-to-day policies 
of the First National Bank. On the contrary, due to the freedom 
of action that the management of the bank possesses, the bank is able 
to conduct its business with complete regard for our local problems 
and, at the same time, we have had the stability and financial support 
resulting from our association with Transamerica. 

Except for nominal representation on the board of directors by 
3 officers of Transamerica, the balance of the 25 directors of the First 
National Bank of Portland are citizens and residents of the State of 
Oregon. They are selected for such directorships by the same process 
that any other bank would choose directors. The primary considera- 
tion in such selection is the contribution that such directors can make 
to the bank. 

We seek men who are business leaders of the community and have 
the best interests of Oregon at heart. They are all themselves stock- 
holders, some substantial stockholders, in the bank. These men are 
not of a kind who would assume “dummy” positions on a board of 
directors of a corporation for which they would have no part in deter- 
mining policy. Recent additions to the board of the bank were not 
taken up with Transamerica prior to their choice or election. The 
same was true during the period of my predecessors. I make this 
point to emphasize the freedom of management which remains with 
the First National Bank in the conduct of its affairs. 

Oregon is one of the fastest growing States in the Union. The 
growth of the First National Bank of Portland has not only kept 
pace with that population trend, but has gone ahead. This is because 
of the efficient service we have been able to render by improvement 
of facilities, the fact we have kept up to date with new developments 
and the needs of our customers. Our association with Transamerica 
has brought us new ideas and kept us on our toes. Moreover, it has 
been gratifying to have readily available capital funds which Trans- 
america has been in a position to provide. As capital needs have 
grown, Transamerica has been of inestimable assistance in helping to 
provide them. 

The First National Bank of Portland has between 450,000 and 
500,000 individual depositors. In its installment loan department 
alone it lends money to an average of 145,000 people. As commu- 
nities grow we build branches to _ our services convenient and to 
serve the needs of the developing area. We have helped the develop- 
ment of the State by bringing our services into remote communities 
at an early date to assist in “the development. This type of retail 
banking is typical of banks owned by Transamerica. It is a service 
that fits the times and reflects the character of the First National Bank 
of Portland. We are active in loaning to small-business men, for 
housing developments, and to GI’s. Its policy is directed toward 
doing business with the many rather than the few. In keeping with 
that policy the F ne National Bank of Portland remains open 6 d: LVS 
a week from 10 a. m. until 5 p. m. 
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The economy of the State of Oregon is based on timber and agricul- 
ture. Both of these industries at times require credit in substantial 
amounts. The First National Bank of Portland’s capital surplus 
and capital account total $63 million and its legal lending limit is $5 
million. Such limits make it possible to accommodate a need for large 
loans to finance the indusutries in our State. 

At all times during my experience at the First National Bank of 
Portland competition among banks in the State of Oregon has been 
severe. Our principal competitor is the United States National Bank. 
It is almost as large as we are. We each cover the entire State with 
our offices and compete vigorously. We also compete with other banks 
in the State. It was interesting to note that at the last call of the 
Comptroller of Currency for published figures the growth in the past 
year of one of these competitors was roughly three times that of ours. 

Statements have been made that due to the ownership by Trans- 
america of insurance companies the parent organization is in a posi- 
tion to insist that banking customers do business with the insurance 
companies owned and vice versa. At no time in my 25 years of experi- 
ence has anything of the kind even been intimated. The First Nation- 
al Bank of Portland seeks customers in all lines of business and we 
have many accounts of insurance companies from all over the Nation. 

The officers of the First National Bank of Portland have but limited 
contact with the officers or representatives of the insurance companies 
or other subsidiaries of Transamerica. Through the years there have 
been times when I have not known who the Portland representative of 
the Occidental Life Insurance Co. was. And where he does his per- 
sonal banking business I do not know. 

Statements which have been made to the effect that customers of 
Transamerica’s nonbanking interests may be asked to direct business 
to Transamerica banks are ridiculous. 

We are thoroughly reguluated at the present time. The fact that 
Transamerica owns some of our shares is hurting nobody. There is 
no need in my opinion for these bills and I ask you to vote against 
them. 

Senator Frear. In what way would these bills be of harm to the 
First National Bank of Portland if they were enacted ? 

Mr. SrepHenson. Well, I would refer to statements in the written 
statement of mine or comments in the written statement on page 3, 
and the No. 1 answer to your question is the readily available capital, 
to which we have taken recourse on two occasions. 

In each of those instances we have issued rights to stockholders, 
and Transamerica has to buy to protect itself in the market, and to 
contribute its two-thirds readily simplified my task a great deal when 
the capital was needed. 

Senator Frear. Had you not had the capital, could your com- 
petitors have supplied the capital ? 

Mr. SrerHenson. In order to meet growth? You mean for their 
own bank? 

Senator Frear. Under any situation. 

Mr. StepnHenson. Our competing bank? 

Senator Frear. You said the United States bank was your strong 
competitor. 

Mr. SrepHenson. Yes, sir; very aggressive. Well, they, too, have 
had to keep pace with growth. Inflation has contributed part to the 
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srowth, and the growth of the area itself, and they have gone to the 
money market for new capital, like we have. 

[ recall one time when their stock went a little bit sticky because 
it was not digested by the public, which I mean by saying having an 
advantage here. 

Senator Frear. You do not have to go to the money market. You 
simply go to Transamerica if you need pital. As a matter of fact, 
you may not need to go to them. They may anticipate your need 
and have capital ready “for you. 

Mr. SrerHenson. No, that has not occurred. We have these 3,000 
stockholders i in addition to Transamerica that have a right to partici- 
pate in any new offers of stock. The convenience lies in the fact 
here is one source of the bulk of our money. 

Senator Frear. You had a number of stockholders before Trans- 
america took over. 

Mr. SrerHenson. Prior to 

Senator Frear. Were they not available for new stock? 

Mr. Srerwenson. I do not know. I would have to go to the 
record to see how many stockholders remained as stockholders. The 
sale of the bank was made in 1931. Up to that time it was a family- 
held bank, and the shareholders were comparatively few in number. 

Senator Frear. There was a great difference between the operation 
of the bank when it was family held and the present operation ? 

Mr. Sreruenson. Oh, vastly. 

Senator Frear. You give the big credit for that to Transamerica ? 

Mr. SrepHenson. Yes, they are a mine of ideas and help. 

Senator Frear. Does Transamerica provide schools or educational 
features for officers or directors of its banks or branches in any way ? 
How do they educate banks like yours? 

Mr. SterHeNson. We do it ourselves. We have our own training 
school. Only recently I began to interview some young men right 
out of college who are coming into the bank on an acceler: ted program. 

Each year we send a complement of young men to the colleges such 
as the University of Washington for banking courses. We do that 
ourselves. 

Senator Frear. That must have been stimulated by Transamerica, 
was it not? 

Mr. StepueEnson. Oh, it is pretty hard to say. 

Senator Frear. Well, anyhow, you are perfectly happy and well 
satisfied with the participation by Transamerica and its cooperation 
with your bank, and you think there is ample legislation presently 
on the statute books, either State or Federal ? 

Mr. Sreruenson. I do. 

Senator Frear. You see no need for any more ¢ 

Mr. StepHenson. No, I do not. 

Senator Frear. You do think if any 1 of these 3 bills would be 
enacted that it would have an adverse effect on the National Bank of 
Portland ? 

Mr. SrepHenson. It could. It could very well. 

Senator Frear. Assuming that legislation were enacted and Trans- 
america would have the decision of divesting itself of either the non- 
banking or the banking and elected to divest itself of the banking in- 
terest, what effect would that have on the National Bank of Portland? 
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Mr. Sreruenson. Well, only in respect of the statements previously 
made, 

Senator Frear. I see. Did you fly in from Portland é 
Mr. STerHenson. Yes. 

Senator Frear. Well, I think Oregon is a very fine State, and I 
think the city of Portland is one of the outstanding cities of our 
country. They have a very fine climate. I well understand why you 
elected to stay there since your birth. 

Mr. Sreruenson. I am a little too far along to make much change 
how, 

Senator Frear. Thank you, Mr. Stephenson. 

Mr. Srepuenson. Thank you. 

Senator Frear. Mr. Thomas F. Sandoz, president of Columbia 
River Packers Association, Inc. 

Before Mr. Sandoz identifies himself and gives his testimony, I 
would like to say to all of the witnesses who have appeared today and 
for the record that I congratulate you all most sincerely on the pre- 
sentations that you have made, and you have acted in accordance with 
the desires of the committee in keeping your testimony brief. 

I think you have all answered questions without fear or without 
any idea of being trapped into anything, and it certainly has been a 
pleasure for me to have had the privilege of presiding today in the 
absence of the chairman of the subcommittee. As you all know, I 
am just the acting chairman. 

I again want to thank each of you. I waited until the last witness 
appeared, and I see I can safely make that statement. 

Thank you all very, very much. 

Now Mr. Sandoz. 


STATEMENT OF THOMAS F. SANDOZ, PRESIDENT, COLUMBIA RIVER 
PACKERS ASSOCIATION, INC. 


Mr. Sanpoz. Thank you, Mr. Chairman. 

My name is Thomas F. Sandoz. Iam president of Columbia River 
Packers Association, Inc., a company in which Transamerica Corp. 
has a controlling interest. I have been actively associated with this 
company for the past 27 years. Starting as manager of one of its 
smaller canneries, I have served as sales manager, vice president, 
executive vice president, and president since 1950. 

Columbia River Packers Association, Inc., was established in 1899. 
It is an Oregon corporation and its business headquarters and princi- 
pal plants are located at Astoria, Oreg., one of the earliest settled com- 
iunities on the Pacific coast. The company’s business is the canning 
and processing of seafood products. We pack a widely diversified 
line of canned salmon, tuna, crab, shad, shad roe, and kippered stur- 
geon. Weare active in the fresh and frozen fish business and market 
a line of 1-pound packages of frozen seafoods including halibut, sal- 
mon, sole, flounder, rockfish, perch, and precooked frozen fish sticks. 
These products are sold under our Bumble Bee brand and are dis- 
tributed in most of the major markets of the Nation. 

In addition to our central operations in Astoria, we have plants in 
western and southeastern Alaska and on Puget Sound. At Astoria 
we have one of the finest and most modern salmon and tuna canneries 
in the country and the largest privately owned cold storage plant on 
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the Pacific coast. Our company has for many years, and does at 
present, provide the principal payroll for that city and the surround- 
ing area. We employ from 600 to 700 cannery and other workers on 
a year-round basis, with the number increasing to about 1,700 during 
the seasonal peak. We buy fish from approximately 1,800 fishermen. 
We are engaged in a basic food industry which adds new wealth to 
our economy ‘by harvesting the natural resources of the sea. 

Originally the principal product of this company was canned sal- 
mon. In 1938, following the appearance of albacore tuna runs off the 
coasts of Oregon and W ashington, we began to can tuna and at the 
present time the manufacture of this product has become our prin- 
cipal operation. At present, we are the fourth largest domestic can- 
ner of tuna, a position we also hold in the ranks of salmon packers. 

I am here today on behalf of this company, its management and 
stockholders. I might note in this connection that 15,755 shares of 
our stock are held by company employees and that there are about 
135 other stockholders owning shares, most of whom reside in Oregon. 

I appear in opposition to the legislation now before you, because | 
am of the sincere belief our relationship with Transamerica has been 
extremely beneficial to the company, its employees, investors in its 
securities, and to the residents and businesses in the areas in which 
we operate. We feel, on the other hand, the adoption of this proposed 
legislation would have seriously adverse effects on all those elements 
which are now being benefited. 

| would like to point out to you that the fish business is one of ups 
and downs. Fish runs in all areas vary substantially from year to 
year. Traditionally, the industry experiences good years and bad 
years. Problems of financing such an operation are complex and a 
sound financial background is necessary to assure ample production 
and implement growth in the market place. We feel very fortunate 
to have ownership vested in a western concern, such as Transamerica 
Corp., whose management has close contact with, and appreciation 
of, our problems. 

The principal benefit which has accrued to us through this connec- 
tion has been the background of financial stability given our opera- 
tions. This has enabled us to expand our supplies | of product and 
sales in the face of serious production problems. It has enabled us 
to enjoy our greatest period of growth in company history, in the 
period since Transamerica became our principal stoe kholder in 1946. 
Our sales have increased almost 100 percent in that time. Prior to 
1946 they totaled around 8 to 9 million dollars per year. In 1954 we 
packed in excess of 1 million cases of fish and sales reached the $15 
million figure. 

All investors in our stocks, our employees, fishermen, and the people 
doing business in the areas in which our payroll and fish purchase 
moneys are spent, have profited from these gains in our business. 
I can sincerely say that this growth has not been at the expense of 
other companies in the same business. We have grown on the basis 
of an active sales program in an expanding nati ional market and by 
reaching out for new sources of production. The expanded income, 
much of which is distributed throughout northwestern Oregon, has 
proven extremely re to that area, which has been greatly 


hampered in its development by the seasonal nature of its existing 
industries. 
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Let me illustrate to you something of what this sound financial 
position and the consequent ability to expand our raw material pur- 
chases has meant tous. The company’s original sources of production 
have declined. Columbia River salmon runs have been depleted. 
Northern Alaska salmon production isdown. The albacore tuna runs 
which started us in the tuna-canning business completely disappeared 
in 1950 and have not returned to date. 

Without other sources of production we would now be forced to 
operate on a very short seasonal basis and on a comparatively insigni- 
ficant scale. However, instead of cutting down operations and drop- 
ping out of markets, we have increased our activities in all aspects of 
our business. We have been able to establish new salmon production 
sources in southeastern Alaska and on Puget Sound. We have more 
than replaced production from the no longer existent local tuna runs 
by going far afield to southern and western Pacific areas. Our pack- 
ing plants now employ more people, for a longer period, and we are 
able to buy from more fishermen than before. 

This production stability, achieved through our ability to finance 
operations in varied and widely separated areas, has been a vital fac- 
tor in our growth. Our marketing program is based upon our ability 
to provide high-quality merchandise under a well-known brand at 
all times and places where a demand exists. The fact that we have 
been able to offer a continuity of supply to the market has been a key 
factor in our ability to maintain and expand this market. Retail 
markets today will simply not handle brand merchandise which is in 
and out of supply. 

Aside from a general interest in our progress and helpful advice 
and counsel, Transamerica has not taken an active part in our com- 
pany operations. Our top officers are men who have been with us 
for many years and who have devoted most of their business careers 
to the affairs of our company. Our bank loans are with banks not 
connected with Transamerica ownership, although prior to purchase 
of our stock by Transamerica we dealt principally with the First 
National of Portland, a Transamerica subsidiary. We have a minor 
insurance relation with Occidental Life Insurance Co., a Transamer- 
ica subsidiary, but the bulk of our insurance is placed elsewhere and 
on a basis most suited to company needs. In this connection I might 
note that I think we are the only fish company in the country subject 
to examination by the national bank examiners. 

I believe that the adoption of the legislation proposed to this 
committee, particularly the requirement that Transamerica divest 
itself of its interest in Columbia River Packers Association, Inc., 
would adversely affect this concern, its employees, fishermen, and 
stockholders. The forced marketing of a controlling interest could 
hardly fail to create uncertainties which would damage its standing 
in its operating and marketing areas. Such adverse results would 
certainly, also, be felt in the communities in which its payrolls and 
fish purchases represent a substantial portion of income. This is not 
an imaginative concept of what might happen. It is a sound and 
reasonable expectation. 

We cannot see the necessity for this legislation. We have, as I 
have stated, benefited from our connection with Transamerica. 

We strongly feel that the current relationship, legally established, 

should not be upset upon the basis of speculation or unreasoned 
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anxieties concerning what might happen. We respectfully urge your 
committee to find against this proposed legislation. 

Senator Frear. Do you operate any boats? F ishing boats, I mean. 

Mr. Sanvoz. We operate a few boats in Bristol Bay, which is the 
most northwestern fishery of our Nation. The entire industry there 
oneal that way because of the farflung nature of the fishery. It 
would be impractical for individual fishermen to take their individual 
boats into that area and bring them back each year. There the prac- 
tice generally is the companies own the boats, “but the men fish on a 
catch basis, and that is all done through an industrywide picture. 

Senator Frear. You say you lost the albacore tuna over there? 

Mr. Sanpoz. On our northwestern cost of Washington and Oregon. 

Senator Frear. Is it still down in south of California and off the 
coast of Mexico? 

Mr. Sanpvoz. There is a correlation. We have not proved it yet. 
But the albacore disappeared from our coast about the time the 
pilchards disappeared from the California coast, and the albacore 

resource now is centered down more off the Mexican coast and the 
Lower California coast. The pilchards are beginning to come back 
into California waters, and we are hopeful that albacore eventually 
will come back. 

We think it is some major ocean current and, in turn, water tempera- 
ture condition that has been controlling. Research is being carried 
out on that point. 

Senator Frear. Do either your own boats or those boats that fish 
for you run into any competition with the Japanese fishermen ? 

Mr. Sanpoz. No, sir. We havea North Pacific International Treaty 
with Canada and Japan, and we have a deadline on the 175th merid- 
ian. They are staying west of that, and we are staying east of it, and 
we are instituting studies to determine whether or not the migratory 
patterns of the Asiatic salmon or the Alaska salmon races go ‘beyond 
either way. 

Senator Frear. What do you mean by “we” are studying that? 
Is that a Government operation ? 

Mr. Sannoz. United States, Canada, and Japan. It is set up under 
a commission form of administration, and they have a research staff 
under them with a director. 

Senator Frear. Are any of the offices or parts of the fishing industry 
of the Booth Fisheries located in the Northwest ? 

Mr, Sanpoz. They have a small plant in Seattle, primarily in the 
fresh business. Their operation is more Great Lakes and the East. 

Senator Frear. I did not know whether they extended to the North- 
west or not. 

Mr. Sandoz. No; they have just a small operation in Seattle in 
fresh salmon and halibut. 

Senator Frear. Is your company or Transamerica interested in the 
duty on imported salmon and tuna? 

Mr. Sannoz. V ery directly, sir. That is one reason I am here. 

Senator Frear. I realize that is not before this committee, but you 
all do have an interest in it? 

Mr. Sanpoz. Our company has a very direct interest. We are iarge 
impor ters of frozen tuna. 

Senator Frear. You say in your testimony your sales have increased 
almost a hundred percent since 1946. 
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Mr. Sanpoz. Yes, sir. 

Senator Frear. I believe you went further to state that that was 
because you had created new markets, that you had not taken the 
business away from other canners. 

Mr. Sanpoz. We have gone out and are servicing new markets. 
The food economy of this country is growing at a fabulous rate. 

Senator Frear. How do you think Transamerica helped you in 
doing that ¢ 

Mr. Sanvoz. They helped us because they brought in confidence and 
stability to the background of our company and enabled us to finance 
an expanding and enlarging volume of business. The financing of the 
fish business is a difficult problem always because it is highly seasonal. 
It entails heavy commitments and carrying for long periods on one 
hand, and it is highly variable from year to year. Production volumes 
are unpredicti able, so you have these stresses upon you in financing 
large runs and in carrying stocks through over a per iod. 

Senator Frear. In order to have the benefit of Transamerica financ- 
ing do you think that Transamerica could divest itself of other 
interests and still finance your operation / 

Mr. Sanpoz. Well, Lam sure they could. Our position with Trans- 
america is of nominal percent. I do not quite follow your question. 

Senator Frear. I recognize the fact that you have stated in your 
testimony that the canned fish industry is, of course, a real business 
in itself and that you cannot continue to maintain sales unless you 
provide your ret: ail outlets with the product year around—in other 
words, not in and out, as you mentioned. With that it requires heavy 
investment because your fishing season may last 3 months and you 
may have to have 12 months’ supply or 15 months’ supply, so it does 
require a long period of inventory investment. 

Mr. Sanpoz. That is correct, and there is one other aspect. It isa 
very increasing trend. It is not a trend; it is an actuality today. 
sefore the war our buyers would buy straight carloads of product, 
and they would invest their money in the rather sizable quantities of 
the product, and they would carry it. Today even the largest buyers 
in the Nation, the greatest chainstores in the Nation, are practically 
on a weekly purchase basis. 

Senator Frrar. Does that mean you have to maintain warehouses? 

Mr. Sanpoz. That means we have to maintain stocks available. We 
have to carry between 150,000 and 200,000 cases of product at all times 
in some 40 key stocks in the major markets. And I think it is true of 
the trade generally. There is more of a financing pressure upon the 
canner today or the producer—the producer level. 

Senator Frear. In your opinion, what would have been the effect 
had Transamerica not bought controlling interest, if you had had to 
go to the stockholders or the open market to increase your capital / 

Mr. Sanvoz. There is a gamble in the fish business, a real one. Over 
a period of years the fish business records show—at least our business 
shows—it has been a sound business but it is highly variable. The 
dams on the Columbia River have hurt our company severely. Pro- 
duction is off some 40 to 50 percent. 

Senator Frear. Before you get off of that, how far do you go on this 
central Arizona project ? ; 

Mr. Sanpoz. You don’t want me to get started on dams, do you? 
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enator Frear. No. I did not know whether I could get a debate 
between some members representing Transamerica or not. 

Mr. Sanpoz. I do not have to go very far on that. Bull Stephenson 
is here. 

Senator Frear. But the dams have affected the catch on the 
Columbia River ¢ 

Mr. Sanpoz. Definitely. On the other hand, we are building the 
runs up. We have a wonderful record of performance on Puget 
Sound. 

Senator Frear. Well, where is the greatest center of production of 
salmon ¢ 

Mr. Sanpoz. Alaska produces 90 percent of the American pack, 
which is, oh, 70, 80 percent of the world availability. 

Senator Frear. What percentage of your catch do you get from 
Alaska ¢ 

Mr. Sanpoz. Well, it will vary from year to year, but of our salmon 
pack it will run from 15 to 25 percent of our total production of cases. 

Senator Frear. Expansion as far as you are concerned then is prob- 
ably directed farther to the northwest? 

Mr. Sanpoz. Yes. You see, we have expanded into different areas, 
and we have expanded into different products, so that it has given us 
a sound diversification picture which helps us to level the seasonal 
variations in any 1 area or any 1 product. 

Senator Frear. I understand, but I thought you said in here that 
albacore tuna or tuna generally had been replaced by the greater pack 
of salmon. 

Mr. Sanpoz. No; I think you misunderstood me. I certainly did 
not mean to say ied because the tuna industry and the tuna pack have 
grown overall at a very phenomenal rate since the war. The salmon 
industry generally has been going through a very gradual decline in 
Alaska and on the river. There is a reason for it on the river. In 
Alaska it is a matter of serious study and research. But it has hap- 
pened before in certain districts. Nature is very unpredictable as far 
as salmon goes. 

Senator Frear. In the increased consumption of canned fish, espe- 
cially salmon, in this country in the last 6 or 8 years, how does your 
company compare with the national figure in increase ? 

Mr. Sanpoz. Again the answer to ‘that is that the avail: ibility of 
salmon overall over we'll say prewar periods is down some 40 percent, 
so that consumption would be down some 40 percent, but tuna is up 
from 21% million to some 12 million on just a case basis. 

We are selling all the salmon that we can get our handson. All the 
production that is available is being consumed. The thing that has 
happened is that the price of the product through scarcity and in- 
creased costs, with handling lesser volume operation, has gone up. 

Senator Frear. What is your brand name? 

Mr. Sanpoz. Thank you very much. Bumble Bee brand. 

Senator Frear. Well, we heard that in previous testimony, and I 
thought perhaps it would come up later, and I did not see anything 
in your testimony about it. You know we always like to go as far as 
we can in giving publicity to our friends who are witnesses. Some- 
times we are limited, however. : 

Mr. Sanpoz. You have been very generous to us here in Washington. 
It is one of our best markets. 
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Senator Frear. Yes, I think I have seen it in our house. 

Mr. Sanpvoz. Unfortunately, I am unable to give you a comparison 
with the « ‘ompetitors. 

Senator Frear. As far as your industry is concerned and expansion 
of your industry in relation to the ove srall consumption of canned fish 
in this country, does Transamerica play a part that gives you any 
advantage over any other large cannery 4 

Mr. Sanpoz. No, sir. That is a very pertinent question. As J 
stated in my testimony, we are fourth nationally in saimon and tuna, 
and in horse races that isn’t even listed on the board. ,It is a very 
difficult position to be in. 

Senator Frear. Don’t get paid off. 

Mr. Sanpoz. No. 

Both businesses are different in very many respects, but they are 
both extremely competitive, both the salmon and the tuna, within 
each industry. 

Senator Frear. Well, sir, thank you for your appearance here and 
your testimony before the committee. I am sure that your testimony 
and the testimony of others heard here will be of great benefit to the 
members of the subcommittee as well as to the full committee. I can 
assure you that even though there is only one member of the sub- 
committee here this afternoon, it doesn’t mean that the other members 
will not be interested and will take cognizance of your and previous 
witnesses’ testimony when they go through the hearings. 

So I want to again thank you ‘and all of the witnesses who have ap- 
peared for coming to Washington, giving us the benefit of your 
thoughts and your ideas. Occasionally we may disagree, but, never- 
theless, it is a wonderful process that we can benefit by your present- 
ing the views of your company and yourselves as stockholders. 

Mr. Sanvoz. Thank you very kindly for your courtesy. 

Mr. Bererano. Mr. Chairman. 

Senator Frear. Mr. Belgrano. 

Mr. Brevorano. May I thank you, and through you the members of 
your committee and your staff, for the courtesies extended to myself 
and my colleagues in this presentation. We are delighted to have 
cooperated with your request for brevity and thank you for listening 
to us. We will send you the statements we referred to as soon as we 
receive them. 

Senator Frear. I shall take great pleasure in passing that on. It 
isn’t every day that we can do that. Thank you. The statements 
may go in the record. 

(The statements referred to follow :) 


STATEMENT OF W. F. GROUNDS, KINGMAN, ARIZ. 


My name is W. F. (Billy) Grounds, and I reside at Kingman, Mohave County, 
Ariz., approximately 268 miles from Phoenix, Ariz., the location of the head 
office of the First National Bank of Arizona, Phoenix. I was born in Mohave 
County, Ariz., in 1880 and have resided in this State ever since the date of 
my birth. I am what might be called, in the local vernacular, an oldtime 
cowman. I am president and principal stockholder of the W. F. Cattle Co., an 
Arizona corporation, which owns and operates a ranch in Mohave County 
embracing approximately 165,000 acres of fee-owned land and land held under 
leases from the State of Arizona and the Federal Bureau of Land Management. 
At present we are grazing about 3,000 head of range cattle. 

At one time I was employed as an inspector for the Arizona Livestock 
Sanitary Board, and have acted as secretary of that board, which is a State 
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agency created for the registration of livestock brands and for the protection 
of eattiemen. I am a member of the Arizona Cattle Growers’ Association and 
serve on its tax committee, and am also a director of the Arizona National 
Livestock Show. 

Since about the year 1947 the W. F. Cattle Co. and I have been depositors 
with and borrowers from the First National Bank of Arizona, Phoenix, and at 
times the corporation has been indebted to it in amounts aggregating almost 
$500,000. 

From my discussions with other cowmen and from my own experience, I 
know that, so far as its lending policies and its promotion of local industry, in- 
cluding the cattle industry, are concerned, First National Bank of Arizona 
has done as good a job as any other bank in the State. From my observa- 
tion and my discussion, I would say that the policies of that bank are no 
different from any other bank in Arizona, and that it has not been in anywise 
influenced, so far as the public interest of the citizens of Arizona is concerned, 
by any direction or dictation from Transamerica Corp., which I understand 
holds a large majority of the bank’s outstanding stock. I have always enjoyed 
the most pleasant relations with First National Bank of Arizona and its offi- 
cers, and have always found them willing and helpful in their advice and sug- 
vestions respecting the conduct of my affairs. No one connected with that 
bank has ever even intimated that I should transact any business with any 
other affiliate of Transamerica. In fact, I am permitted to go my own way 
and do as I please so long as I live up to my commitments in connection with 
my borrowings. 


JUNE 29, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee on Banking and Currency, 
United States Senate, Washington, D. C.: 


We have been doing business with the First National Bank of Arizona, a 
subsidiary of the Transamerica Corp., for a great number of years in Arizona. 
They have been of great assistance through their various outlets in making 
funds available far in extent of the funds that could be supplied by inde- 
pendent banks in our area. Our normal credit requirements average approxi- 
mately $8 million per month, and these funds would be impossible to obtain 
from the normal independent banks. 

We personally know that the First National Bank and their Transamerica 
affiliation have pioneered in many sections of our State and made full banking 
facilities available to our company and others that could not have been possi- 
ble under a small-bank operation. We strongly feel that the Transamerica 
Corp. has contributed greatly to the expansion of our overall economy of 
Arizona, and we would like to go on record definitely opposing the holding 
company bill now before the Banking and Currency Committee. Our opera- 
tion is the largest mortgage investment company in the State, and we feel 
that banking operations such as the combined effort of the Transamerica and 


the First National Bank are imperative if we are to continue at our present 
level of economy. 


A. B. Rosgss, Jr. 
‘President, A. B. Robbs Agencies, Arizona. 


STATEMENT OF HuGuH C, GRUWELL, PRESIDENT First NATIONAL BANK OF 
ARIZONA, PHOENIX, ARIZ. 


My name is Hugh C. Gruwell. I am president of the First National Bank 
of Arizona, with head office in Phoenix, Ariz., and with 22 branches and 1 air- 
field facility—all located in the southern half of our State. 

Ours is the oldest national bank in the State, dating back to 1881. On the 
date of the Comptrolier’s call, June 30, 1955, we had deposits of approximately 
$153 million, of which about 73 percent was in our 7 Phoenix offices. Several 
of our branches are in small communities over the State, located from 35 to 70 
miles from the nearest banking point. Most of those communities could sup- 
port an independent bank only with great difficulty. They are service offices 
that can be administered with a small profit by a branch system such as ours. 

Branch banking has been responsible to a great degree for the building up of 
the Western States, with their distances and scattered populations. During 
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the twenties and early thirties, small unit banks in Arizona fell by the wayside 
on every hand. In Yuma County where we presently have 5 offices, a whole 
series of bank failures occurred; and, Transamerica Corp. through our bank 
has, for 18 years, given that county a steady, dependable banking service. Until 
{ years ago, ours was the only banking service in Yuma County. 

(ur largest competitor is the Valley National Bank of Phoenix with some 36 
offices. It prides itself on being, largely, locally owned and its deposits of over 
$350 million are considerably over twice that of our own bank. Its stockholders 
also control the Bank of Douglas with $60 million in deposits and the Bank of 
Flagstaff, with $4 million. Certainly Transamerica Corp.’s Arizona operation 
has not resuited in anything that approaches monopoly. 

The capital funds of our bank are presently $11,400,000. By action of our 
stockholders last month, an additional $4,800,000 of new cash capital will be 
added by July 29, 1955, giving us total capital funds of $16,200,000 equal to 
10.7 percent of our deposit liabilities. This is higher than the national average 
and considerably higher than the average for banks in the 12th Federal Reserve 
District. 

During the 8 years that I have been president of our bank, we have never 
been requested by the Comptroller of the Currency to increase our capital. Not- 
withstanding, during that time we have increased our capital funds from ap- 
proximately $2 million to $16 million, partly through earnings but largely 
through new stock issues. In each instance, Transamerica Corp. owning some 
79 percent of our stock has gone along for their full share, and the remainder 
has always been subscribed by our local stockholders. We have never required 
an underwriting by brokers; but, during the same period, competing banks in 
our area have been able to market increased issues only through putting forth 
considerable effort by bringing in syndicates of brokers throughout the country 
who have advertised the stock in national publications and have pushed it 
through their sales organizations. 

It is my firm conviction that a strong holding company control has greatly 
assisted in the providing of needed additional capital requirements with the 
rapid increase of bank deposits in the Western States incident to the steadily 
increasing population. In particular, Transamerica Corp. with its broad diversi- 
fication of profitable investments has been in a position to supply new capital 
to meet new requirements and new needs. 

During my 10 years’ association with a Transamerica-controlled bank, I can 
state that not once has any overture ever been made to extend credit or render 
any special service to any other Transamerica affiliate. On the contrary, the 
corporation has gone to every extreme to see that only the most ethical relations 
exist between their various controlled operations. 

It seems highly unfair that holding companies controlling only a small frac- 
tion of the banking resources of the country should be singled out for discrimina- 
tory action. This is particularly unfortunate because they have and are 
contributing mightily to the financial stability of the banking structure. Not 
only have they brought no abuse to the business of banking but they have pro- 
vided solid strength to the growing areas where they are located. They have 
been alert to providing new capital. Their long list of stockholders have become 
interested in the advantages of our western economy. They have helped provide 
bulwarks of confidence where they have operated. Their subsidiaries have 
been honorable and fair competitors in a growing economy and have in no 
manner Whatsoever brought about a condition of monopoly, either by themselves 
or on the part of the holding companies. 


STATEMENT OF Ropert A. BECKER, Director, First NATIONAL BANK 
OF ARIZONA, PHOENTX, ARIZ. 


My name is Robert A. Becker and I now reside and have resided in Phoenix. 
Ariz., since 1925. I am a shareholder and a director of First National Bank 
of Arizona, Phoenix, and am also secretary-treasurer of Del E. Webb Construc- 
tion Co., an Arizona corporation, and treasurer of the New York Yankees of 


New York City. I am also affiliated as a copartner in Navarre’s Restaurant, 
Uptown Plaza Co., and Sahara Motor Hotel, all of Phoenix, Ariz. 

From 1923 to December 31, 1943, I was employed by the First National Bank 
of Arizona as a teller, assistant trust officer, assistant cashier, and cashier, and 
at the time I resigned in 1943 I was a vice president and branch manager of 
that bank. Since 1950 I have been a director of the First National Bank of 
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Arizona and I am serving on its executive committee and am chairman of its 
examining committee. 

As a director and member of the executive committee of the First National 
Bank of Arizona, 1 know of my own knowledge that decisions of the bank are 
made by its board of directors and executive committee independently of any 
dictation from Transamerica Corp., which owns some 79 percent of the bank’s 
outstanding stock. As a director of the bank I am fully aware of my responsi- 
bility to the depositors, the shareholders, and the citizens of Arizona, and I, 
therefore, take a very active interest in the bank’s affairs and decisions which 
are made by its board of directors and its executive committee, and I participate 
in formulating such decisions and the policies of the bank. Frankly, I would 
not be anybody’s rubberstamp. 

Most of the executive officers of the First National Bank of Arizona are 
men who were employed by either the Phoenix National Bank or the First 
National Bank of Arizona prior to ther consolidation and prior to acquisition 
of a majority of the stock by Transamerica Corp. In other words, most of 
these men are men who, ljke myself, worked up from tellers’ positions in one 
of the two banks and have finally reached positions of responsibility, as I did 
before resigning. Of the approximately 21 percent of the stock of the bank which 
is not owned by Transamerica, the majority thereof is owned locally by various 
individuals, many of whom were stockholders in the Phoenix National Bank 
or the First National Bank of Arizona prior to consolidation. 

When I was a vice president, and now as a director, of the bank I was and 
am now acutely aware of the competition afforded by the Valley National Bank 
of Phoenix and the Bank of Douglas in all areas where First National Bank of 
Arizona has offices or branches. The First National Bank of Arizona has at 
all times to my knowledge placed its emphasis on loaning money locally and 
has in every way legitimately possible helped the business and economy of the 
State of Arizona. 

From my association with the bank I can state without equivocation that 
neither the bank, nor any of its officers or directors or employees have ever in 
any respect endeavored to influence anyone to do business with any of the 
other affiliates of Transamerica, and I am well acquainted with the names of 
most of those affiliates. 

To demonstrate some of the statements which I have just made, the Del FE. 
Webb Construction Co., of which I am secretary and treasurer, had an account 
with the First National Bank of Arizona from 1930 until about 1941, and 
during those years the bank loaned substantial sums of money to the Del E. 
Webb Construction Co., approximating at times the bank’s legal limit under the 
National Banking Act. About 1941 Del E. Webb Construction Co. transferred its 
account to a competitive bank, but returned in April 1954, to do business with 
the First National Bank of Arizona. Since that date the bank has made large 
loans to the Del E. Webb Construction Co. and in those instances where the 
loans exceeded the bank’s legal limit, they have been handled through the bank 
for the benefit of the Bankers Trust Co. of New York as a participating lender. 
Additionally, Navarre’s Restaurant, with which I am associated and part owner, 
and which just recently commenced business, has borrowed large sums of money 
from the bank in its operations. 

Because I was from the very beginning of my banking experience up to the 
time of the acquisition of a majority of the stock by Transamerica associated 
with or employed by banks which were wholly locally owned, I feel that I am in 
a position to state, and do state, that the First National Bank of Arizona has done 
and is doing as good or a better job in the local interest than any bank which 
is locally wholly owned, and I state without any reservations that the ownership 
by Transamerica of a controlling interest has not had anything but a good 
effect on the First National Bank of Arizona, its depositors, its shareholders, and 
its borrowers. 


STATEMENT OF JOHN B. MILLS, Digectror, First NATIONAL BANK OF 
ARIZONA, PHOENIX, ARIZ. 


My name is John B. Mills, and I have been substantially interested financially 
in Phoenix, Ariz., since 1950, although prior to that year I had several important 
business interests in Arizona ind spent much of my time here. Among others, 
{ am financially interested in the following enterprises in Arizona: Westward 
Ho Hotel Co., Western Clay Products Co., Landrum & Mills Realty Co., Holaday 
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Development Co. Outside of Arizona I am also interested in several industries 
and businesses, among which are Associated Federal Hotels, Inc., Gunter Hotel, 
San An onio, Mercantile Security Life Insurance Co., Texas Aluminum Co., 
Universal Corp., Begol Oil Corp., Texas Finance Co., Inc., and Mercantile Na- 
tion: | Bank of Dallas, Tex., as well as several small banks in Texas and Com- 
monwealth Extrusion Co., Inc., of San Juan, P. R. 

I am a director of the Mercantile National Bank of Dallas, and since 1950 I 
have been a shareholder and director of First National Bank of Arizona, Phoenix, 
and serve on its executive committee. 

A large majority of the men who serve with me on the board of directors of 
First National Bank of Arizona are men who have resided in Arizona for many 
years and who are independent businessmen. Two of them are presidents of 
independent banks operating in Arizona which have no connection or affiliation 
with either First National Bank of Arizona or Transamerica Corp. Because of 
the character of these men and their diverse business interests in Arizona, they 
reach their own decisions in matters relating to the operations of First National 
Bank of Arizona and its policies. As for myself, awa director and member of 
the executive committee of the bank, I am deeply conscious of my duty to the 
depositors and shareholders and the economic welfare of Arizona; therefore 
I give careful consideration to all matters presented to the board of directors 
and executive committee, reach my decisions, and vote accordingly. 

Arizona has had a phenomenal development during the past 10 years with a 
vast increase in population and the advent of many industries, large and small. 
As a director and member of the executive committee, I know that First National 
Bank of Arizona has contributed much to the economic development of the State 
by its progressive methods of operation and by its lending policies which provide 
funds for the expansion of older industries and the development of new in the 
State. 

The Arizona enterprises in which I am interested and which were operating 
before I became a director of the bank, were depositors of and borrowers from 
First National Bank of Arizona. The Westward Ho Hotel Co. has at various 
times borrowed as high as $350,000 for its short-term needs. Western Clay 
Products and Landrum & Mills Realty Co. have also from time to time borrowed 
reasonably large sums of money from the bank. The Holaday Development Co., 
a partnership, established for the construction of up to 1,000 homes on a large 
tract of land, has with the bank an available commitment approximating 
$650,000 for the purpose of making possible the construction of these homes. 
I know from my experience as a director of the bank that it has extended large 
amounts of credit to various concerns for the construction of homes and build- 
ings in Arizona. As to the percentage of the total loans of the bank which have 
been and are being made to Arizona firms and persons, I cannot definitely state, 


but I do know that by far the great majority of all the money loaned is for use 
in Arizona. 


STATEMENT OF J. C. Wirison, ATTORNEY, BUCKEYE, ARIZ. 


My name is J. C. Wilson, sometimes known as J. Clyde Wilson, and my resi- 
dence is Buckeye, Maricopa County, Ariz., where I have resided for approxi- 


mately 27 years. I am a practicing lawyer, and engage rather extensively in 
farming and cattle ranching in Arizona. I am president of the Arizona Cotton 
Growers’ Association and also president of Roosevelt Irrigation District, an irri- 
gation district organized under the laws of Arizona comprised of approximately 
38,000 acres in Maricopa County. 

I am well acquainted with First National Bank of Arizona, Phoenix, and am 
aware that a majority of its stock is owned by Transamerica Corp. According 
to my observation during the past 15 years or more, such control by Transamerica 
has not in anywise influenced the bank in its operations from the standpoint of 
local public interest. 

For approximately 10 years I have béen a depositor of First National Bank of 
Arizona, and in the course of my farming and cattle ranching operations my 
associates and I have borrowed varying large sums of money from that bank, at 
times as much as $175,000. 

My acquaintance with most of that bank’s executive officers extends over a 
long period of time, and I know of my own knowledge that a majority of them 
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are men who have been with the bank for years prior to the acquisition of control 
by Transamerica ; in fact I would say that the majority of the executive officers 
of that bank are men who were employed by or officers of the Phoenix National 
Bank and First National Bank of Arizona prior to their consolidation into First 
National Bank of Arizona, rhoenix, and prior to acquisition of control by Trans- 
america. 

First National Bank of Arizona is, from my observation, subjected to the keen- 
est competition by the Valley National Bank of Phoenix and the Bank of Doug- 
las, which have branches in practically every area in Arizona where First Na- 
tional Bank of Arizona operates. In spite of such competition First Nationa! 
Bank of Arizona has, from my observation, done a splendid job of lending money 
locally and encouraging local industry of every kind. 

At no time during the course of my dealings with First National Bank of Ari- 
zona has there been the slightest suggestion that I should do business with any 
other affiliate of Transamerica, and I have not in my experience heard any other 
depositor or borrower of that bank make any statement that there was ever any 
suggestion that he should transact any business with any other affiliate of 
Transamerica. 

So far as my experience with First National Bank of Arizona is concerned, I 
would not have known that a majority of its stock was held by Transamerica had 
I not been so informed from newspaper articles and other publications or by 
persons not connected with the bank. In other words, as a depositor and bor- 
rower I have been treated just the same as I was treated by other banks and 
lending institutions which were entirely locally owned and controlled. 


SYTATEMENT OF A. J. BAYLESS, PRESIDENT, A. J. BAYLESS MARKETS, PHOENTX, ARIZ. 


My name is A. J. Bayless, and I have spent most of my life in Phoenix, Ariz., 
where I now reside. I am president of A. J. Bayless Markets, Inc., which owns 
and operates 23 supermarkets in and around Phoenix, Ariz., and in and near 
Tucson, Ariz. Each of these supermarkets averages an annual business volume 
of approximately $1 million. I am also a large stockholder and officer in Bayless 
Investment & Trading Co., and am interested in several affiliated businesses. 

The businesses in which I am interested and I have done our banking with 
First National Bank of Arizona since 1931, several years prior to the consolida- 
tion of Phoenix National Bank and First National Bank of Arizona and the 
acquisition of the consolidated association by Transamerica Corp. My relations 
with the bank have been at all times most pleasant. From my observation and 
experience, after the acquisition of control by Transamerica the policies of First 
National Bank of Arizona became more progressive and liberal, but not to the 
extent of creating any possible impairment of capital. 

Prior to the acquisition of control by Transamerica I was unable to borrow 
large amounts for capital investments in my business. In recent years I have 
been able to borrow large amounts for capital investments which have certainly 
been needed in view of the expansion of the corporations in which I am inter- 
ested. During the past 10 years or more Maricopa County, in which Phoenix 
is located, and Pima County, in which Tucson is located, have had a great influx 
of people with the result that the population of the 2 counties has almost quad- 
rupled. As a result it has been necessary and my businesses have found it advis- 
able to expand to an almost unprecedented degree. In these expansions we have 
found the First National Bank of Arizona to be very helpful, because from time 
to time we have borrowed from it between $300,000 and $400,000. From my 
observation I know the First National Bank of Arizona has not favored me 
over others, but it has done an excellent job of placing its money locally to help 
the business of Arizona people and the expanding economy of the State. 

At no time during my long course of businsess with the bank have any of its 
officers, directors, or employees advised or suggested to me that I should do busi- 
ness with any other affiliate of Transamerica. In fact, as to any long-term mort- 


gage financing I have secured the necessary loans from such sources as I felt 
free to deal with. 


To sum up, from my experience and my observation, I would say that the own- 
ership of control of First National Bank of Arizona by Transamerica has, if 
anything, been beneficial to the people of Arizona and its expanding econemy. 
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STATEMENT OF JAMES H. DEADRICK, PRESIDENT, ARIZONA MACHINERY Co., 
PHOENIX, ARIZ. 


My name is James H. Deadrick, and I reside in Phoenix, Ariz. I am presi- 
dent of the Arizona Machinery Co., which deals in heavy equipment for con- 
struction and other similar purposes. In 1929 I joined the Caterpiller Tractor 
Co. at its San Leandro, Calif., plant, and later become vice president of that 
company and moved to its main plant at Peoria, Ill. In 1947 I came to Phoenix 
and, with two associates, formed the Arizona Machinery Co. That company has 
its main location in Phoenix, with branches at Flagstaff, Mesa, Tucson, Casa 
Grande, and Coolidge, Ariz. We are distributors for Caterpillar earth-mov- 
ing equipment and John Deere farming machinery, among other items. 

Personally I have done my banking with First National Bank of Arizona, 
Phoenix, and the Arizona Machinery Co. has been a depositor of and a borrower 
from that bank since 1947. My company’s borrowing requirements have gen- 
erally been taken care of by the bank, and we have borrowed from it as high 
as approximately $800,000 at one time. In addition to such direct borrowings a 
large portion of our machinery sales are financed through First National Bank 
of Arizona on a nonrecourse basis by the use of conditional sale contracts. It 
is my impression that the total outsanding balances of such conditional sale 
contracts have reached as high as $500,000. 

The relations of myself and my company with the bank have always been 
most friendly. 

The bank has, in my opinion, successfully met the keen competition of the 
Valley National Bank of Phoenix and the Bank of Douglas, which operate in 
most of the areas where First National Bank of Arizona has branches or offices. 
Comparing the three banks, I personally cannot see where the ownership of 
control by Transamerica has had any effect upon the policies of the First Na- 
tional Bank of Arizona. From my experience and observation, it has done just 
as good a job as the other two banks in placing money locally to help the busi- 
ness and economy of the State of Arizona and in serving the public interest. 


San Francisco, Carir., June 28, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C.: 


We believe passage of proposed legislation divesting bank holding companies 
of their banking or nonbanking subsidiaries would constitute a serious disservice 
to our Western economy. 

Western Merchandise Mart serves as a central marketing institution for some 
2.500 home-goods manufacturers doing an annual business upward of a billion 
dollars through 30,000 western stores. This institution would probably not exist 
today had Transamerica not courageously financed it originally and guided its 
operation as a subsidiary for 18 years. 

This experience repeated many times in West has contributed most substan- 
tially to its economic development and welfare. We hope your committee will 
defeat this restrictive legislation thereby earning the grateful appreciation of 
those engaged in developing western agriculture, industry, and trade. 


WESTERN MERCHANDISE Mart, 
Frank K. Runyan, Associate Manager. 


JUNE 29, 1955. 
Hon. J. ALLEN FREAR, Jr., 


Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C.: 


The San Francisco Real Estate Board protests bank holding legislation S. 880 
now before your committee. If passed will eliminate Transamerica Corp. as a 
potent power for community development throughout the West. It would create 
such an atmosphere of uncertainty as to preclude possibility of completing 
many real-estate projects now in the planning stage. Since neither monopoly nor 
abuses are established the only motives of the proponents which we can possibly 
concieve are further interference by the Government in private business. This 





CONTROL OF BANK HOLDING COMPANIES 477 


legislation would tend to eliminate competition, which is the very foundation of 
the American system of private enterprise. 
Respectfully, 
Frep Braun, 
President, the San Francisco Real Estate Board. 


San Francisco, Carir., June 28, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee on Banking and Currency, 
United States Senate, Washington, D. C.: 


As a director of the First Western Bank & Trust Co., may I respectfully submit 
to you my opposition to the passage of the bank holding company bill now before 
your committee. The passage of this bill will result in the deprivation of oppor- 
tunity for expansion of the bank in this State by eliminating the possibility of 
procuring additional capital from the holding company. As the bank is now in 
the process of statewide expansion which will provide service to many com- 
munities and which will result in increased competition to other banks having 
branches, the passage of the bill would work a hardship on our bank and will 
result'in poorer banking service to the State of California. 

Respectfully, 
Epcar Sinton. 


PREMIER INSURANCE COMPANY, 
San Francisco, Calif., July 12, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Acting Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D.C. 

DEAR Mr. FREAR: I am Dwight E. Eveleth. My office address is Clunie Build- 
ing, San Francisco, Calif. Since 1922 I have been employed by four insurance 
companies in the departments of those companies which have written insurance 
required by banks and finance companies in connection with retail instalment 
contracts the banks and finance companies discounted for automobile dealers. 
From 1941 to 1950 I was vice president and since 1950 I have been president 
of Premier Insurance Co., an affiliate of Transamerica Corp. 

The organization of Premier Insurance Co., by Transamerica Corp. is an 
excellent example of how the operations of Transamerica Corp. stimulate com- 
petition. Premier Insurance Co. was organized in 1941 by Transamerica Corp. 
to enable banks and finance companies to more successfully compete with then 
existing financial institutions in the business of discounting retail instalment 
contracts for automobile dealers. Premier’s business is much the same as that 
conducted by Motors Insurance Co., which is owned by General Motors Accept- 
ance Corp.; General Exchahge Corp., a subsidiary of General Motors Corp.; 
Service Fire Insurance Co., New York, and Service Casualty Company of New 
York, which are controlled by Commercial Investment Trust, Inc., New York; 
Calvert Fire Insurance Co., Philadelphia, Pa., and Cavalier Insurance Corp., 
Baltimore, Md., which are controlled by Commercial Credit Co. Several finance 
companies which operate on a regional basis likewise own or control insurance 
companies, 

Such insurance companies are consistently operated to further the interests 
of the respective finance companies who own or control them. When so operated 
they become an important competitive factor in the automobile financing 
business. 

It was to provide fmance companies, and banks which may not own insurance 
companies, with an insurance program comparable to those of the above listed 
finance companies and thus increase competition in the finance business that 
Premier was organized. 

The banks affiliated with Transamerica Corp. have exclusive discretion about 
employing Premier, or any other insurance company, in their insurance program. 

For example, the First National Bank of Portland, an affiliate of Trans- 
america Corp., provided insurance during the period 1938-46 for the dealers 
for whom it discounted automobile contracts through five different arrangements, 
none of which involved Premier Insurance Co. During this period Transamerica 
Corp. did not approach the bank at any time to endeavor to persuade or induce 
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the bank to place the insurance with Premier Insurance Co. But because that 
bank was faced with a situation of changing insurance carriers from time to 
time, which was detrimental to furnishing good service to its customers, the 
automobile dealers, the bank concluded to enter into an arrangement with an 
insurance broker for the writing of the required insurance by Premier Insur- 
ance Co. 

In 1945 arrangements were also concluded by the First National Bank of 
Nevada with an insurance broker whereunder Premier Insurance Co. wrote 
similar insurance for that bank. However, in 1955 the First National Bank of 
Nevada concluded it would make an attempt to secure required insurance else- 
where. At the present time Premier is not writing any insurance in connection 
with the automobile financing activities of the First National Bank of Nevada 
except insurance on “floored” automobiles. 

Premier Insurance Co. offers its services on a uniform basis to any and all 
banks and finance companies. It is currently writing insurance for banks not 
affiliated with Transamerica Corp., and in fact a major source of its business 
is an unaffiliated bank; namely, the Bank of America N. T. & 8S. A. Premier is 
also currently writing insurance for finance companies not affiliated with Trans- 
america Corp. 

Two advantages of considerable value have accrued to Premier Insurance 
Co. because of its affiliation with Transamerica Corp. Transamerica represents 
a readily available source of additional capital when and if needed. Moreover 
during the period Premier Insurance Co. has been operating, invaluable advice 
on investments and investment policy has been made available by Transamerica 
to Premier with the result that the principal source of Premier’s income has 
been its investments. 

I believe that any legislation which deprives Premier Insurance Co. of these 
advantages of its affiliation with Transamerica Corp. would not be for the best 
interests of its business, its customers, or the many stockholders of Transamerica 
Corp., and I therefore urge your committee to reject the bank holding bills it is 
now considering. 

I respectfully request that this statement be made a part of the record of the 
hearings. 

Respectfully submitted. 

D, E. EveterH, President. 


Tue CoMMERCIAL NATIONAL BANK, 
Alameda, Calif., July 11, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Acting Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C. 


Dear Str: I am Jesse L. Delanoy. I operate a small bank at Alameda, Calif., 
I am of the conviction that a regulatory law shoukl correct or prevent an evil, 
or should accomplish some other good purpose, otherwise it has no place on the 
statate books. In my opinion this bank holding company bill, S. 2350, performs 
neither of these functions. On the contrary, it does tend to destroy the bank 
holding company industry for which result I can see no justification whatever. 

Under our American competitive system of free enterprise a business either 
progresses or retrogresses. The standstillers soon find themselves outstripped 
by their more progressive competitors. This bill imposes such restraint and 
restrictions upon operation and expansion of bank holding companies and banks 
owned by them as to place them in a very disadvantageous position to compete 
with other banks, and actually jeopardizes their very existence as progressive, 
going concerns. The bank which I operate competes with branches of banks 
whose stocks are owned by corporations, and, branches of banks whose stocks are 
owned by individuals. I can find no difference in competition with these various 
banks. All these banks are controlled by supervising agencies imposing similar 
rules and regulations. Not one of these banks can do anything the other can’t 
do except as may be occasioned by greater lending power or more capable and 
efficient personnel and management. 

Perhaps I shouldn’t complain about a bill which would in time either destroy 
or make ineffective one element of my competition, but what concerns me enough 
to make me want to come 3,000 miles to express my views about it is that if the 
people who are pressing this bill can prevail upon this Congress to eliminate one 
element of their competition there will have been established a policy and prece- 
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dent under which they could come in here next week with another bill for con- 
trols which would put me out of business, because I, too, am a competitor. 

This bill starts off with the declaration that one of its purposes is to control 
bank holding companies and their expansion. The bank holding company ndus- 
try and its banks are already one of the most controlled of any industry. These 
banks are subjected to more careful scrutiny and examination than other banks, 
and yet I have never heard a supervisory agency complain that these .anks are 
not as good and as well managed as other banks, in fact, I believe there is testi- 
mony in these hearings from Federal agencies that these bank holding compa- 
nies and their banks perform and have performed commendable services. So why 
should they be subjected to further control? I know that the Federal Reserve 
Board favors a bank holding company bill but I wonder whether that position 
isn’t based primarily on the idea of favoring anything which will control expan- 
sion of the banking business in general rather than upon the idea that there is 
something particularly wrong about bank holding companies. It is my recollec- 
tion that the Federal Reserve Board did not aceuse the bank holding companies 
of being detrimental to the public interests, but actually conceded that they 
have done a lot of good. It is this threat of severe and unwarranted lim tations 
upon expansion under the pretext of control, which I feel might become a 
dangerous precedent for infringement upon the rights of people to progress. 

I think the word “control” used in the bill is a misnomer when viewed with 
the context of the bill I think it means “tend to destroy,” which could be the 
only reason for further control of an industry already adequately controlled. I 
have a dread of regulatory laws of that nature, especially such as this where 
the effects will favor special interests. Great harm can result and as I said 
before, I may be next to be harmed directly if I will not already be harmed indi- 
rectly by this legislation. 

In my opinion a business cannot be broken up and restrained and restricted 
from freedom of operation and expansion as the bank holding companies will be 
under this proposed legislation, without ultimately being destroyed because of 
ineffectiveness and inability to compete—and who will gain by this? Only 
those competing interests who are not subjected to such restrictions. 

This brings me to a further declaration in the bill that one of it purposes is to 
“maintain competition among banks.” This I just can’t understand. How is 
competition being “maintained” when the bill actually will eliminate or make 
impotent one element of competition. The banks whose stocks are owned by 
corporations are competitors of banks whose stocks are owned by individuals or a 
combination of individuals and corporations. Why this question of whether a 
corporation or individual owns the stock of a bank should make such a difference 
I don’t really know, because the stock of the parent company will be owned by 
individuals so the ultimate ownership in either case is in individuals. Probably 
the answer is that by continually emphasizing this “red herring” of stock owner- 
ship these people who want to eliminate a competitor can find a sympathetic 
ear. Again I say, I, too, am a competitor—will I be next to be destroyed by op- 
pressive regulation or control? 

The bill also declares that by this restraint upon bank holding companies the 
danger inherent in concentration of economic power through centralized control 
of banks will be minimized. This, too, I just don’t understand. I believe the 
record of this hearing shows that the largest banks are the large branch bank- 
ing organizations and the large New York banks and I don’t believe that all the 
bank holding company banks put together would anywhere equal the size and 
influence of these larger banks. These bank holding company banks are effec- 
tive competition for these larger banks and their very existence is accomplish- 
ing this expressed purpose of the bill. Yet this bill proposes to destroy the 
most effective weapon for accomplishing its alleged objective. Destroy these 
bank holding company banks and the concentration of economic power in the 
larger banks will be even greater than they are now. I should think that just as I 
am concerned that my very existence as a little competitor of these people who 
seem to be succeeding in inducing Congress to destroy their competition through 
this bank holding company bill, is in jeopardy, these larger competitor banks 
might also be concerned about whether their position might not also be in 
jeopardy. 

In imposing these so-called controls the bill prohibits the formation of a 
bank holding company, it prohibits an existing bank holding company from 
expanding its interests, and it prohibits a bank whose stock is owned by a bank 
holding company from expanding by way of acquiring other banks or their assets. 
True, the bill does authorize the Federal Reserve Board to give approval to 
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these things but in view of the specifically stated policy or purpose of the bill 
and the failure of the bill to specify any criterion for such approval what else 
can be expected than complete prohibition. The Board could and probably 
should, and it would be justified in doing so, refer merely to the policy declara- 
tion in support of rejection of any application for expansion. The bill states 
not a single ground which the Board should recognize as justifying the granting 
of an application. 

Just to emphasize to the Board the severe limitations intended by the bill, 
the bill specifically gives examples of definite prohibitions, one being that no 
bank holding company shall be allowed to set up a bank in a place outside the 
State where it conducts its principal operations. It looks to me that this is 
definitely an infringement upon States rights. I should think the State of 
Nevada, for instance, who once found it essential to ask an out-of-State bank 
holding company to help it out in a bad banking situation would complain about 
a bill which had it then been in effect would have made the rendition of such 
urgency needed help illegal. It could very well be that States might want to 
eall upon out-of-State bank holding companies for assistance of some nature and 
IT think any restraint upon the power of the State to seek and obtain such help 
is a definite infringement upon their rights and powers. I, as an individual 
could set up a bank in any State—but a corporation wholly owned by me is 
prohibited from making such an investment—I just can’t see any logic to 
this. 

In this imposition of control this bill goes even further than mere control. It 
requires existing bank holding companies to get rid of all nonbanking assets. 
I haven’t heard of a single instance where the ownership of such assets is detri- 
mental to banks whose stock is owned by corporations, or to their depositors 
or customers. In the operation and maintenance of these assets, there is a 
constantly available source of capital and protection for those banks and why 
there should be proposed legislation to require elimination of such protection is 
more than I can understand, unless it be to assure ultimate destruction of bank 
holding companies—and yet, why should Congress want to do a thing like that, 
which could do so much harm to so many people? 

This brings me to a summarization of what continues to give me much con- 
cern about this legislation and its possible far-reaching effect upon the rights 
and freedoms of citizens to engage in business. Just who gains if this legisla- 
tion is enacted? Just what will be accomplished? Regulatory legislation 
such as this is going to hurt somebody—who is it? Who is going to be hurt 
now and in prospect? 

As I said before, I have heard of no evils which are going to be corrected or 
prevented which are not already adequately prevented by existing regulations. 
Also, as I said before, all that is really being accomplished is the ultimate de- 
struction of the bank holding company industry and the elimination of their 
banks as competitors of banks which are being operated by the people behind 
this legislation, and as competitors of the much larger banks. Who gains by 
this? Only those banks which are being relieved of this competition. That is 
not a good objective except for those whose competition is being lessened. No 
bank depositor or customer will gain. In fact, they will lose the advantages 
which the Federal supervisory authorities have admitted have resulted from the 
efficient and progressive operations of banks whose stocks are owned by cor- 
porations. Certainly this intangible something which the bill calls “concen- 
tration of economic power” is not helped when by the elimination of an effective 
competitor merely adds to the concentration in the already existing much larger 
banking organizations. So there is nothing good being accomplished for any- 
body except those who will gain by lessened competition. 

Now who gets hurt? The States might get hurt if they are deprived of a 
medium which once by experience was very helpful to one of the States—and 
if they find themselves prohibited from freedom of action over something they 
might want to control for the actual accomplishment of a good objective in 
a particular situation. Banks whose stocks are now owned by corporations 
might be hurt if they are deprived of the ready source of new capital to meet 
their expanding needs, now reflected in the investment portfolio and earning 
capacity of their parent corporation, and their depositors and customers, though 
not hurt, are not helped by the deprivation of their banks from this additional 
security. And what about the stockholders of those bank holding companies of 
whom there may be some 200,000 located in every State of the Union. These 
people believe in their corporation and have enough confidence in them as 
legitimate members of American industry to invest millions of dollars in them. 
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\ breakup of a business such as is contemplated by this bill is an ultimate 
lestruction of an industry and the elimination of a valuable, productive, and 
progressive element of the business and national economy. These stockholders 
jose through a destruction of their investment medium and may possibly lose in 
the realization on their investment. 

I respectfully urge this committee to review this matter most carefully from 
the points of view expressed in this statement. If nothing but harm will occur, 
is the elimination of competition for a favored few justification for shackling 
an industry which has had many commendations, until it withers away and 
dies? Others who have appeared before this committee have discussed many 
other elements of this bill and its effects and the fallacy of the assertion that 
bank holding company banks are any different than any other banks. I hope 
this committee will appreciate, too, the uneasiness, such as I feel and have tried 
to convey to you in this statement, about the far-reaching effects a bill such as 
this which can prohibit the initiation of a legitimate business, prevent expression 
of an existing business without reason for such prevention, and destroy it by 
breaking it up, to the advantage of the few who will gain by elimination of 
the competition such businesses represent. As I said several times, I too am 
a competitor of those who for years have been asking Congress for this legis- 
lation, What can I expect if in the future my bank should progress to a point 
where its competition will be as keenly recognized as the competition of the 
bank holding company bank is recognized at this time? I respectfully urge the 
members of this committee to reject this bill in the absence of any showing for 
the need of such drastic legislation. 

I respectfully request that this statement be made a part of the record of the 
hearings. 

Respectfully submitted. 


JESSE L. DELANOY, 
President (since 1927), the Commercial National Bank of Alameda. 


STATEMENT OF HARRY MCCLELLAND, SAN FRANCISCO, CALIF. 


My name is Harry McClelland. I am president and a member of the board 
of directors of Capital Co., a wholly owned subsidiary of Transamerica Corp. 
| have been closely associated with Transamerica continuously for 25 years as 
an officer and director of 2 of its subsidiaries, California Lands, Inc., and Capital 
Co., which have been merged. I am a native of California and a graduate of the 
University of California and Harvard Law School. 

Capital Co. is engaged principally in real-estate development for income and 
investments, and in administering its oil and gas holdings in California and 
throughout the Western States. During recent years the company has been 
building, for substantial tenants under long-term leases, markets, and commer- 
cial and industrial buildings. It also has been very active in the development 
of both neighborhood and regional shopping centers. In association with Macy’s 
of New York, it is committed to construct two large shopping centers, one in 
San Jose and one in San Leandro, Calif., both of which will involve the expendi- 
ture of in excess of $20 million for land and buildings. Contracts for con- 
struction on one center have already been awarded and commitments have been 
made to an insurance company for financing. 

Another important land development for housing is the Palos Verdes Peninsula, 
in southern California, in association with others, which involves over 7,000 acres 
of land destined to become, in the opinion of all, one of the outstanding real- 
estate projects in the Nation. This particular transaction will take from 7 to 10 
years to bring to full completion. Here again, Capital Co. has commitments 
involving land planning, sewers, water, and roads running into millions of dollars. 
We are furthermore obligated by a signed lease to construct a large building in 
downtown Oakland, Calif., which will involve an expenditure of in excess of 
$3 million. 

We have proceeded in good faith in all these and in numerous like transactions. 
This was predicated on the fact that Capital Co. was, and would continue to be, 
a subsidiary of Transamerica Corp. This proposed law will cause great confu- 
sion and can conceivably result in heavy losses by raising the grave question of 
the future status of our company. Its passage would also create great uncer- 
tainty not only in our commitments to insurance lenders, but to our associates. 
This is a good practical example of the danger in this proposed law, which would 
require the liquidation of this subsidiary without due consideration being given to 
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its effect on the public, our clients and associates. It is also particularly vicious 
in cutting the ground from under Capital Co., when all its future planning involv- 
ing these long-term obligations was made on the assumption that it would con- 
tinue as a part of Transamerica Corp. 

Those who support this unfair legislation claim that under present practices 
an interchange of transactions is permitted between the various subsidiaries and 
the parent company. It is said this results in improper use of intercompany 
accounts, whereas, as a matter of fact, we have never borrowed money from 
Transamerica banks, secured loans from its insurance subsidiaries, or received 
any benefits not open to all from its finance agencies. For example, all Capital 
Co.’s mortgage indebtedness at the present time is held by financing agencies, and 
insurance companies in which Transamerica has no interest. Transamerica 
Corp. within the last few months refused to permit Capital Co. to arrange a con- 
struction loan from the First Western Bank & Trust Co., even when it was backed 
by a firm commitment by a first-rate insurance company. 

Our total indebtedness on real estate, totaling $4,300,000, is held by such 
lenders as Equitable Life Assurance Society, Aetna Insurance Co., Connectieut 
Mutual Life Insurance Co.. New England Mutual Life Insurance Co., and 
Business Men’s Assurance Company of America. Not 1 cent is held by Occi- 
dental Life Insurance Co. or other of Transamerica subsidiaries. This has always 
been the policy. Each subsidiary stands on its own feet. Our principal bank 
accounts are with local institutions in which we have no interest. 

We emphasize that the record in these hearings, based on statements of clients 
of Capital Co., will indicate there has been no breach of the highest business ethics 
in all Capital Co.’s relations with its customers and the public. At no time 
has this subsidiary or its parent company taken any action that would set aside 
or frustrate the complete free play of competition. 

Respectfully submitted. 

Harry McCrLerianp. 


STATEMENT OF Howarp H. Ro.iapp, Los ANGELES, CALIF. 


My name is Howard H. Rolapp. I am president of the Security Title Insur- 
ance Co., of Los Angeles. I desire to make a statement to be included in the 
record of the hearing on the bank holding legislation before the Senate Sub- 
committee on Banking and Currency. 

The Capital Co., a wholly owned nonbanking subsidiary of Transamerica Corp., 
has performed architectural and construction services for us throughout the State 
of California, haying designed and supervised the construction of several of our 
office buildings. All of our dealings with them would indicate to us that there 
was absolutely no evidence of any favoritism, and that the person offering 
the best terms got the business irrespective of any banking connections. 

T am strongly opposed to discriminatory legislation which would adversely 
affect holding companies like Transamerica, who have been a tremendous factor 
in the development of California. 


Howarp H. Rovappr. 


OAKLAND, CALIPF., 
JULY 1, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C. 


Dear Str: My name is Frederick Federighi. I am a general contractor and 
builder in the firm of Beckett & Federighi in Oakland, Calif. I desire to make 
a statement to be included in the record of the hearing on the bank holding legis- 
lation for the Senate Subcommittee on Banking and Currency. 

For the past 17 years we have been primarily engaged in land development and 
homebuilding. During the war we concentrated on defense housing. Since the 
war we have been building for the GI’s. Throughout this period we have enjoyed 
good relationship with the Bank of America, the American Trust Co., and the 
Central Bank, now the First Western Bank & Trust Co. About 3 years ago we 
entered into a joint venture with the Capital Co., a subsidiary of Transamerica, 
to develop a regional center located between San Leandro and Hayward. The 
Macy’s New York department store company is now joined with us in this ven- 
ture to develop said center. 
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During the same period the Capital Co. and ourselves, on a separate joint ven- 
ture, have completed a subdivision comprising over 700 homes and including a 
shopping center which is now in full operation. 

We are now doing another GI subdivision in Santa Clara in joint venture with 
the Capital Co., which will also include a convenient shopping center. At no time 
during the pleasant and profitable assocation has there been any influence brought 
to bear on us by the Capital Co. to do business with their other affiliated 
companies. As a matter of fact, the entire operation was left in our hands as to 
where we placed the insurance and the financing. 

The point I would like to make is that although it has been very profitable for 
us to deal with various of the Transamerica affiliated companies, at no time has 
one deal been contingent on having to deal with any other of their affiliated 
companies. 

We are still enjoying good relationship with the Bank of America and the 
American Trust Co., and other financial institutions. Although the Central 
Bank has been our prime bank with which we did business, today, as First West- 
ern Bank & Trust Co., we find this bank better able to serve us because of their 
expanded facilities. 

Our main objection to the proposed legislation is that we feel this is an un- 
necessary attempt by the Government to interfere in private business. If the 
present expansion of the Central Bank into the First Western chain is a service 
to us it certainly must be a great service to others like ourselves who are develop- 
ing communities and need strong financial backing. 

I do not happen to own any Transamerica stock but I do admire the terrific job 
they are doing in our State and in no event fear their ever creating a monopoly in 
this field. I am a strong believer in that we need great companies to do great 
things. 

Respectfully yours, 


FREDERICK FEDERIGHI. 


STATEMENT OF E. P. MADIGAN, OAKLAND, CALIF. 


My name is E. P. Madigan. I desire to make a statement to be included in 
the record of the hearing on the bank holding legislation before the Senate Sub- 
committee on Banking and Currency. 

I have engaged in joint ventures with Capital Co., a wholly owned subsidiary 
of Transamerica Corp. These activities involve the acquisition and development 
of land and the construction of houses for sale to veterans. Such partnership 
arrangement has at all times been on a businesslike basis with due consideration 
being given to my position as a small-business man. Such activities at no time 
have tended to create a monopoly, since the joint-venture arrangement with me 
was just one of many in which Capital Co. was engaged. I can testify to the 
effectiveness of such a partnership, which accrued not only to my own advantage 
but which was of substantial assistance in the development of housing in my 
community. 

In all our dealings with Capital Co. there has never been a suggestion that I 
be required to do business with Transamerica banks and other subsidiaries as 
a condition to the transaction. 

I am opposed to this proposed legislation since I feel very strongly that it would 
eliminate Transamerica Corp. as a potent force in the economic development of 
the West. 


. P. MADIGAN. 


BAKERSFIELD, CALIP., 


JuLy 8, 1955. 
Hon. J. ALLEN FREAR, Jr., 


Acting Chairman, Subcommittee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Str: My name is Howard Nichols. I am 69% years old, chairman of the 
board of General Mortgage Co., which deals in real-estate loans, and I am engaged 
in the business of developing land for residential and shopping center purposes. 
; have my headquarters in Bakersfield and my company does business in all of 

California, Arizona, and Nevada. 

I am not an officer, director, or employee of Transamerica Corp. or any of its 
affiliates, but I have had many dealings with Capital Co. in several different 
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towns in California. Capital Co. has never suggested to me who I should deal 
with as to financing or other matters. My business dealings with them have 
been most satisfactory. 

They have developed a residential area in Bakersfield which is one of the very 
finest of such developments of that area. We have worked with them in the 
development of the area and in the financing of the homes. 

We do not deal with any Transamerica bank nor have any line of credit with 
them. We have an established line of credit with Bank of America, N. T. and 
S. A., and Anglo California Bank. 

I oppose any legislation which would deprive the California communities of 
the work which is being done by Capital Co., or which would in any way be 
detrimental to their operations, because I feel that Capital Co. is rendering a 
valuable service and is an important part of our California industries. 

Would you be kind enough to have this statement made a part of the records? 

Very truly yours, 
Howarp NICHOLs. 


First WESTERN BANK & Trust Co., 
Santa Ana, Calif., July 8, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Acting Chairman, Senate Subcommittee on Banking and Currency, 
United States Senate, Washington, D. C. 


Mr. Chairman and members of the committee, my name is J. A. Taylor, and 
I am submitting this statement in opposition to the bank holding company legis- 
lation before the committee. 

I am presenly executive vice president of First Western Bank & Trust Co., 
a Transamerica subsidiary, and I supervise a number of branches in the south- 
eastern portion of Los Angeles County and in Orange County, Calif., and my head- 
quarters are in Santa Ana, Calif. 

I have been engaged in commercial banking since 1917, being originally em- 
ployed by the Merchants National Bank of Los Angeles, an independent bank. 
I was formerly president of the First National Bank in Santa Ana, control of 
which was acquired by the Transamerica Corp. in 1943. This bank was merged 
with First Western Bank & Trust Co. in 1954. There are 3 other banks in 
Santa Ana with which we are in active competition, 1 of which is the Commercial 
National Bank of Santa Ana, an active and vociferous member of the Inde- 
pendent Bankers Association. 

During the time I was associated with First National Bank in Santa Ana, 
the board of directors had complete independence and were never given direction, 
implied or otherwise, by the Transamerica Corp. or its officers. As chief execu- 
tive officer, I was responsible solely to the board of directors. The First Na- 
tional Bank in Santa Ana had been reorganized in the early 1930’s and was 
obliged to obtain additional capital by selling preferred stock to the Recon- 
struction Finance Corporation. Upon acquiring control, Transamerica Corp. 
made a contribution to surplus to retire the balance of preferred stock held by 
the RFC. 

There were never any intercompany dealings between Transamerica subsidi- 
aries and First National Bank in Santa Ana, or any of the offices of First 
Western Bank & Trust Co., which I presently supervise, nor have any loans 
or extension of credit been made to any affiliates. None of the Transamerica 
subsidiaries operating in this area have been, or presently are, depositors of 
branches of First Western Bank & Trust Co. in the area. I respectfully request 
that this statement be made a part of the record of the hearings. 

Yours very truly, 
J. A. TAYLOR, 
Erecutive Vice President. 


Santa Awa, Cauir., July 8, 1955. 
Hon. J. ALLEN FREakR, Jr., 
Acting Chairman, Subcommittee on Banking and Currency, 
United States Senate, Washington, D.C. 


Dear Str: My name is Fred Forgy. I am opposing the pending bank holding 
company legislation now pending before your committee. I am a lawyer and 
have practiced since my admission in California in 1923. Our office has repre- 
sented the First National Bank in Santa Ana since 1921. I joined the board 
of the First National about 20 years ago, and before Transamerica owned any 
stock in that association in the early 1940’s. We were merged with First Western 
Bank & Trust Co. in 1954. 
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The entire board, including myself, remained the same following the acquisi- 
tion of control of Transamerica. Our officers also remained the same. Suc- 
cessor directors following vacancies, which were only occasioned by death, were 
made by us entirely independently and without any suggestion from Trans- 
America. The present Advisory, board of the Santa Ana branch of First Western 
Bank & Trust Co. is the same board, with the exception of successors appointed 
as above described, as the original board. 

I am now a director of First Western Bank & Trust Co.; I own more than the 
required number of qualifying shares without any strings of any nature what- 
soever attached. 

There has never been suggested to me nor to any other director of the old 
First National Bank or of First Western Bank that I have heard of, any method 
of acting or voting by any representative of Transamerica, or any of its sub- 
sidiaries. I have never been aware of there having been suggested any course 
of action regarding the direction of either First Western Bank or the First 
National of Santa Ana as being a course of action which was suggested because 
it would be beneficial to Transamerica or any subsidiary of Transamerica. We 
have only acted in the best interest of our institution which has, in my opinion, 
also benefited Transamerica. 

First National Bank, both before and after the acquisition of an interest there- 
in by Transamerica, manitained a leading place in the community as a credit 
institution, principally to ranches and also to local industry. Its officers and 
directors always were, and still continue active in local business matters. Pres- 
ent members of our advisory board are interested in and directors of principally 
all the leading business corporations of our community. I have never heard 
from either the officers or directors of First Western or of the Santa Ana Bank 
or from my own friends or clients any suggestion that they had been approached 
or opportuned, either directly or indirectly, to take any course of action for the 
reason that it would be beneficial to Transamerica or any affiliate of Trans- 
america. As an attorney of over 30 years practice in continuous contact with 
many business institutions of divergent views, I am convinced that had there 
been any attempt to pressurize any of my clients for the benefit of Transamerica 
or any affiliate of Transamerica, that I would have heard of such suggestion. 
I have never heard of any such suggestion. 

The First National Bank in Santa Ana was the largest bank in Orange County. 
It has continued to grow since the acquisition of stock of Transamerica. As a 
small $10 million bank we were competitive. As a $15 million bank, when 
Transamerica acquired control, we were competitive, and as a $40 million 
branch we are more competitive. Our competitive position has increased with 
the growth of other financial institutions in Orange County. We have main- 
tained our relative position but competition has increased with our growth and 
the growth of our competitors. Bank of America, Security First National, and 
California Bank are three other chain banks of importance in Orange County. 
There are three independently owned banks of considerable size and they are 
all growing. There have been four new independent banks in Orange County 
within the last 10 years. Competition with them, while not as acute as with the 
larger institutions, has been felt by us as well as by the other larger banks. 
If the degree of competition now, as compared with 20 years ago, were charted, 
I am convinced that percentagewise the degree of competition would have at 
least doubled. 

As the largest independent bank in Orange County, our competition was prin- 
cipally from the larger chain banks. As a branch bank we not only feel the 
increased competition with the other chain banks but the much greater compe- 
tition from the seven independent banks. Two of these banks are now larger 
than we were when Transamerica acquired stock in our bank. They are our 
fiercest competition in banking as well as civic promotion. 

Since the organization of First Western Bank within the last year I can state 
that a great share of the time of directors is devoted to the betterment of our 
competitive position with all of the other chain banks in California as well as 
the entirely independently owned institutions. Moreover there is not only com- 
petition between First Western and the other banks in California, but competi- 
tion between each of the offices in the First Western group, as is common with 
all other chain banks. 

Very truly yours, 
FRED Forey. 





486 CONTROL OF BANK HOLDING COMPANIES 


First WESTERN BANK & TrusT Co,, 
Pasadena, Calif., July 8, 1955, 
Hon. J. ALLEN FREAR, Jr., ; 
icting Chairman, Senate Subcommittee on Banking and Currency, 
United States Senate, Washington, D. C. 


Drak Sir: My name is Mont E. McMillen. I live at 2710 Doresta Road, San 
Marino, Calif., and I am executive vice president of First Western Bank & 
Trust Co., situated at the Pasadena main office of the bank mentioned. I have 
heen a banker for 35 years and have been since 1947 executive vice president 
of the First Trust & Savings Bank of Pasadena, a Transamerica affiliate, which 
First Trust & Savings Bank of Pasadena became a part of First Western Bank 
& Trust Co. on December 1, 1954. 

The following statement is directed to you and the members of your com- 
mittee in opposition to the bank holding company bills of 1955. The First 
Trust & Savings Bank of Pasadena, by voluntary action of its stockholders, 
became an affiliate of Transamerica Corp. in 1941 and, as indicated, I became 
executive vice president of the bank mentioned in June of 1947, at the same 
time taking my place as a director of the bank. During the time that I was 
a director of this bank, Transamerica Corp., the principal stockholder, exer- 
cised no control of any kind or character over the lending policies or any other 
phase of our banking or community activities. Before its dissolution by reason 
of merger with First Western Bank & Trust Co., our board of directors were 
men of independent judgment, leaders in the community, and were always free 
to completely express their own good judgment on any and all matters affect- 
ing the interests of the bank and its depositors. There were occasions when 
counsel was asked of Transamerica Corp., but, whenever this occurred, the 
initiation was on the part of our officials and directors and at no time whatso- 
ever did we receive directives from Transamerica Corp. or any of its directors 
or officials. 

The First Trust & Savings Bank of Pasadena, now the Pasadena main office 
of First Western Bank & Trust Co., has been an integral part of the Pasadena 
banking community since 1884. We operate 3 offices in Pasadena and, from a 
standpoint of deposits, are exceeded by the Security First National Bank of 
Los Angeles which operates 3 offices in the Pasadena area. The Bank of America 
National Trust & Savings Association, also with 3 offices, has deposits approxi- 
mately equal to ours. The Pasadena First National Bank, a smaller institu- 
tion, operates 3 oflices and the Union National Bank of Pasadena maintains 2 
outlets. The Citizens Commercial Trust & Savings Bank has 1 office in the 
city. The total deposits in the Pasadena area among all banks is approximately 
$245 million as of June 30, 1955, of which First Western Bank & Trust Co. had 
approximately $56 million. In short, Pasadena is served by 6 banking institu- 
tions having a total of 15 banking offices. 

Our institution has been progressive in all phases of banking, offering serv- 
ices comparable to the largest bank, Security First National Bank of Los 
Angeles, and comparable to the other large bank, Bank of America National 
Trust & Savings Association. The remaining 3 banks have similar services 
but not on the same scale or to the same extent as the 3 larger institutions. 
As offices of First Western Bank & Trust Co., we are now enabled, by reason 
of increased lending powers and a greater range of banking services, to offer 
increased services to the community. That the public interest of Pasadena 
and the trade area of Pasadena is served by First Western Bank & Trust Co. 
faithfully, efficiently, and with a full scope of modern banking services cannot 
be denied. 

As an individual devoting my entire business career to the profession of 
banking, I make the definite statement that the banking profession today is as 
competitive as any business of which I have knowledge. The deposit business, 
the loan business, and all of the other phases of banking offered to the citizens 
of our community are submitted to such citizens with the full realization on our 
part that we are constantly in intense and extensive competition with all banks 
in the area. To be successful we are constantly striving for an improvement 
in service and for a full presentation to our customers of every modern bank- 
ing facility. Any restraint which would be imposed by the proposed legislation 
upon our operations or expansion would impair our ability to compete. 

In view of the fact that my request to testify personally before your com- 
mittee has not been granted, would you please see that this written statement 
is made a part of the record? 

Very truly yours, 
M. B. McMILLen, 
Berecutive Vice President. 
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First WESTERN BANK & TrusT Co. 

San Francisco 4, Calif., July 8, 1955. 
Hon. J. ALLEN FREAR, Jr., 

icting Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D.C. 

Deark Sir: My name is T. P. Coats, and I am a lifelong resident of the State 
of California. As chairman of the board of First Western Bank & Trust Co., 
san Francisco, I submit this statement in opposition to bank holding company 
legislation now being considered by your subcommittee. 

In my 37 years of banking experience in California, I have been associated 
with State and National banking institutions, and for 13 years I was president 
of Production Credit Corp., a unit of the Farm Credit Administration. I have 
served as a director and in an official capacity with three banks in which Trans- 
america owned a majority of the stock. In each instance, the Transamerica 
banks mentioned have operated on an autonomous basis under the full exercise 
of authority of their boards of directors over management supervision, operat- 
ing policies, and customer relationship. In my opinion, these banks have ren- 
dered a service far superior to other banks in meeting the credit needs of local 
interests. 

First Western Bank was created in large part by combining Central Bank, 
Oakland, Calif., with the San Francisco Bank, San Francisco, and 22 Trans- 
america-controlled banks. Our present directorate of 22 members includes & 
former directors of the San Francisco Bank, 4 of the Central Bank, and 6 
directors from the Transamerica-controlled banks. Only 3 directors have an 
official connection with Transamerica Corp. Moreover, directors of First West- 
ern, with three possible exceptions, have always owned qualifying shares out- 
right, including myself. 

In addition, practically all of our branch offices have local advisory boards of 
directors, who comprise a policy group to provide the best service for their 
communities. 

None of the banks referred to have ever engaged in intercompany relationships 
with nonbanking subsidiaries of Transamerica, and no loans have been made 
to any such affiliates. 

It is the purpose of First Western to provide a competitive banking service 
to meet the growing population needs of the State of California, which admittedly 
is the most underbanked State in the Nation, and in keeping with this policy, 
we have established 3 new banking offices this year and have approved or pending 
applications to establish 14 offices in representative cities. First Western ranks 
fifth in size among California banks and it has less than 5 percent of the State’s 
banking offices with less than 5 percent of all deposits. From a public service 
standpoint, California needs new banking facilities, and our expansion program 
cannot, under any circumstances, bear one iota of monopoly tinge. It is a pub- 
lished fact that one banking institution in California increased its deposits over 
the past year in an amount in excess of our total assets. 

Transamerica owns approximately 75 percent of the stock of First Western. 
The other ownership is represented by some 2,000 stockholders, and our list of 
stockholders is steadily growing. 

First Western is already subject to the same supervision by Federal and State 
authorities as any other bank, and when the different banks were brought together 
creating First Western, it was a requirement by a Federal supervisory agency 
that new capital be supplied to the extent of $12 million. Transamerica Corp. 
readily supplied its proportion of new capital. Any deprivation of the source 
of new capital would be distinctly disadvantageous to First Western and the 
people of California in our plans to provide adequate banking services through- 
out the State. It would place us in an unfair competitive position. 

In my considered judgment, our banks have operated on the basis of doing 


the most good on the local level and have been the avenue for continued advance- 
ment to the officers and staff associated with us. 
Very truly yours, 


> 


T. P. Coats, Chairman of the Board. 
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Lone Bracu, Catir., July 11, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Acting Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C. 

Deak Stk: My name is Warren A. Harlan. I am 72 years old. I have been in 
the banking business in California for 40 years. I was formerly in other inde 
pendent banks and went to Long Beach, Calif., January 1, 1925, and was em- 
ployed as cashier of an independent bank which was then known as the Western 
Trust & Savings Bank, later changed to Western Bank. I was elected president 
of that bank January 1, 1933, and continued in that position until the sale of 
the bank to Transamerica Corp. in the fall of 1954. 

Because of the lack of successor interests in the bank and my unwillingness 
to carry my interest under future undetermined management, I consulted some of 
the other principal stockholders regarding the advisability of exploring the pos- 
sibilities of a sale. We were approached by a southern California branch bank 
system, asking whether we were interested in a sale, and gave a noncommitta! 
answer. In subsequent conversations with other stockholders, it occurred to me 
that Transamerica, which was an investor in various banks, might also be in 
terested in purchasing ours and I consequently came to San Francisco and had 
an interview with Mr. Frank Belgrano, Jr., who stated that they were interested 
and outlined the method by which they arrived at their judgment of a fair price 
for the purchase of the bank. No other negotiations were undertaken and after 
an appraisal of the assets an offer was submitted to us, which a large majority 
of our stockholders found satisfactory and were willing to accept. I want to 
emphasize that I had had no previous contact with Transamerica, and did not 
know Mr. Belgrano. The initiative for the sale came from me. I was never 
approached by Transamerica. 

Our stockholders’ acceptance was based upon the fact that they did not desire 
to continue in the banking business as an investment outlet. None of them de- 
sired to undertake an active part in the operation, and personally, I did not 
desire to undertake the sale of the stock locally in small lots, which would have 
been necessary. I preferred to leave in my estate various forms of investment, 
other than too large a proportion of Western Bank stock. After the sale was 
completed, T was asked to and became a director of First Western. This came 
as a pleasant surprise to me, for it was not a condition of the negotiations, and, 
in fact, had never been mentioned prior to the sale. 

Large banks, such as Bank of America and Security First National of Los 
Angeles, have branches in our community. It has been my observation that the 
larger capitalization and access to additional facilities, which were unavailable 
to us previously and which were made possible by our sale to Transamerica, have 
enabled the bank-to attain a more competitive situation with these banks with 
no loss of goodwill. 

In my opinion the proposed bank holding company legislation is unnecessary 
and unwise. I regret not being accorded an opportunity to express my views 
personally before the committee. Would you be good enough to include my 
statement in the record of the hearings? 

Very truly yours, 
Warren A. Haran. 


ARCADIA, CALIF., July 8, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Acting Chairman, Subcommittee on Banking and Currency, 
United States Senate, Washington, D.C. 

Dear Str: My name is Emrys J. Ross. I reside at 920 Singing Wood Drive. 
Arcadia, Calif. I am an attorney and a member of a Pasadena law firm organ 
ized in 1889. This firm presently is counsel for the three Pasadena offices of 
First Western Bank & Trust Co. and formerly was counsel for many years for 
First Trust & Savings Bank of Pasadena, which was sold to First Western in 
1954. Mr. F. G. Cruickshank, of this firm, was a director, committee member. 
and largest single stockholder of First Trust. I was a director and member of the 
executive committee of First Trust. I now am a director of First Western and 
a member of the advisory board and the executive committee of the Pasadena 
offices of First Western. In these capacities I have been extremely close to the 
business operations of First Trust and the Pasadena offices of First Western and 
am thoroughly acquainted with the business relationship between those banks 
and Transamerica Corp. I am the outright owner of shares of stock of First 
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Western with no qualification upon such ownership. As a director, I am com- 
pletely independent and would resign if that independence were impugned. 

I can vouch for the fact that, in my experience with First Trust and First 
Western, both subsidiaries of Transamerica, there has been no direction of 
policy by Transamerica or noncompetitive dealing between subsidiaries, and I 
give the following examples: 

1. At all times since 1941, when Transamerica acquired the controlling stock 
interest of First Trust, Transamerica has exercised no authority in the selection 
of directors of First Trust. All of the directors were selected locally by local 
management and minority stockholders. Except for infrequent vacancies result 
ing from death, the board of directors of First Trust and the advisory board 
of directors of First Western in Pasadena have remained largely intact and 
unchanged. The personnel of these boards consists primarily of active business 
and professional residents of Pasadena and vicinity. 

». Several years ago, when Bank of America was claimed by some to be a 
subsidiary or affiliate of Transamerica, Bank of America requested First Trust 
to make a considerable volume of residential real-estate loans to officers of Bank 
of America upon appraisals made by Bank of America. The board of directors 
of First Trust sought advice of local counsel and was advised that it had no 
legal or moral authority to accept the appraisals of another corporation as the 
basis for loans. Thereupon, First Trust categorically refused to make such 
loans except upon independent appraisals made or procured by itself. A con- 
siderable volume of such loans ultimately was made, but all of such loans were 
made only upon independent appraisals made or procured by First Trust. 

3. When the controlling stock interest in First Trust was acquired by Trans- 
america, the principal noticeable change in lending policy was the constructive 
suggestion that lending officers, instead of looking for reasons for refusing 
loans, should look for reasons for granting loans and should be required to sub 
mit a written report substantiating all action with respect to loan applications. 
whether recommended for rejection or approval. 

4. In conducting all negotiations for the sale of First Trust to First Western, 
the board of directors of First Trust exercised complete independence in the 
matter of price and terms. I, personally, caused an outside examination to be 
made by an investment analyst of the ratio between bank book values and stock 
market values. 

5. The three Pasadena offices of First Western continue to be operated locally 
through a local advisory board, an executive committee, a trust committee and 
other local operating committees. 

In the West, Transamerica-controlled banks are in direct and vigorous com- 
petition with much larger banks than themselves. In California, the only Trans- 
america-controlled bank is in the most energetic competition with the largest 
bank in the world, namely Bank of America, N. T. & S. A. The only statewide 
competitor of Bank of America in California is First Western Bank & Trust Co. 
The only statewide competitor of Valley National Bank in Arizona is the First 
National Bank of Arizona. The only statewide competitor of United States 
National Bank in Oregon is The First National Bank of Portland. Highly 
competitive banking conditions exist in the State of Washington. The inevitable 
result of the proposed legislation, instead of promoting competition, which is 
its alleged purpose, will be to stifle competition in these States and play directly 
into the hands of larger competitors in these areas. As has been demonstrated 
in the past, existing laws are fully adequate to curb any tendency toward 
monopoly by bank holding companies. 

In my opinion, the diversification of Transamerica investments at all times 
represented a dependable and stabilizing source of capital to First Trust and 
Savings Bank of Pasadena in its legitimate needs for expansion and service to 
its community and in no way interfered with the proper conduct of its banking 
business. 

Since I was not accorded the opportunity to testify personally, I request that 
this statement be introduced into the record of the hearing. 

Very truly yours, 


EmMrys J. Ross. 


65330—55———32 
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McLeop & McLEop, 
San Francisco, July 11, 1955. 
Hon. J. ALLEN FREAR, Jr., 
icting Chairman, Subcommittee on Banking and Currency, 
Senate Office Building, Washington, D.C. 

Dear Mr. Frear: I regret that your schedule of proceedings makes it impossi- 
ble to have full hearings on the proposal for bank holding company legislation. 
The following written statement is submitted as an expression of only a part of 
my views in this matter. 

I have been practicing law in San Francisco since 1906. I have seen this 
great city destroyed by fire and earthquake, and rise Phoenix-like from its own 
ashes and reestablish its homes, its buildings, and its business enterprises. All 
of this was made posible not only because of the remarkable character of the 
people of this city, but because of the unusual cooperation of banks managed by 
men of great vision. One of the banks I refer to was then known as German 
Savings & Loan Society. As the result of its splendid cooperation at that time, 
it became known as, and ever since has been “the home bank.” I know of my 
own personal experience how the members of my family were assisted by this 
bank, which loaned money to reestablish our home, which had been destroyed. 
rhousands of other persons had the same experience in the restoration of their 
family life and in the recovery of their business. 

As time marched on my own professional contacts expanded and ultimately 
developed into an active legal career. I became the attorney in California for 
some large and favorably regarded eastern and western interests. They have 
held and still own extensive tracts of land, large office buildings, business enter- 
prises, railroads and the like. That activity brought me into close contact with 
inany of the banks of this city, particularly the old German Savings & Loan 
Society, which changed its name to The San Francisco Bank. I know about in- 
numerable instances in which the bank has rendered splendid competitive serv 
ces, not only to people in the immediate San Francisco Bay area, but throughout 
northern California. 

\ few years ago I was requested to become a director and a member of the 
executive committee of that bank. That was natural, because I and one com- 
pany whose affairs I supervise, have in the aggregate 35,000 shares of stock of 
the bank whose name was again changed to First Western Bank & Trust Co. 

I have been a regular and careful attendant at all of the meetings of the board 
of directors and the executive committee of the bank. This direct personal con- 
tact with its operation has convinced me not only of the wisdom of our sizable 
investment in this bank, but in the ever-widening scope of the service it renders 
and the good that it has done and will continue to do in the competitive and free 
economy that makes America great. 

Nevertheless, I saw that the old bank as I first knew it could not do all that 
its destiny called for if it acted solely as a savings bank. It had to become an 
active commercial bank as well as a savings bank. In furtherance of that policy 
the San Francisco Bank purchased the Central Bank and its various strategically 
located and successfully operated branch banks in various parts of northern 
California. Necessary funds for increasing the capital, surplus, and undivided 
profits of the bank were obtained by selling 300,000 shares of stock of the bank 
to the Transamerica Corp. Thereafter, Transamerica subsidiary banks were 
merged with First Western Bank & Trust Co., and all were brought under one 
management. 

Why do I have to recite all of this? The answer is plain. The old bank 
needed new outlets, new capital, new areas, and new prospects. We knew com- 
munities which were anxious to have our so-called customer service. We are 
now giving that service in the new fields we never could have served unless 
the expansion program above outlined had been effectuated. Today we have 
great pride and satisfaction and favorable commendation because of the results 
we, as an enlarged bank, have obtained. 

All of the foregoing is in spite of competition, which we welcome in every in- 
stance, and which our friends and patrons encourage us to engage in: 

These things I know of my own personal knowledge have been accomplished 
without the surrender of one jot or tittle of independence and freedom of action 
on the part of the bank. Even if our bank is a subsidiary of a holding corpora- 
tion, there has never been, to my knowledge, any domination of the affairs of our 
bank by the holding corporation or any of its other subsidiaries. As an execu- 
tive committee member, and a director of the bank, I have prided myself on the 
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fact that the same careful supervision and personalized service which endeared 
the old predecessor bank to the people of my State still continue to be striking 
characteristics of the bank. 

Sometimes our opinions as officers differ, depending on various viewpoints, 
jut they are always expressed with one thought in mind, the ultimate good and 
the doing of that which is right in the rendition of a better service as a bank. 

In all of these matters we have recently had the benefit of the experience of 
several excellent well-trained men who came to us through the holding corpora- 
tion. We have the comfort of knowing that just as a father will protect his 
children, so if financial or other aid or assistance were required, our bank will 
have that aid and assistance that only a strong holding company can render. 
I know that many safeguarding regulations adopted by the Government will pro- 
tect our holding company whose financial strength and ability to withstand 
strains and stresses lies in wise diversification of its own investments. I am 
confident that there is no justifiable complaint against our bank, because a sizable 
part of its outstanding stock of the bank is owned by a holding company, which 
never has attempted to dictate the operation of the bank itself. 

I have represented too many millions of invested funds to allow 35,000 shares 
of stock of the First Western Bank & Trust Co. to remain in any portfolio that 
i have charge of if I felt that the bank operations and its success were endan- 
gered because the controlling interest of the bank is owned by a holding corpora- 
tion. On the contrary, I know that our bank is stronger now and better in all 
ways to discharge its obligations, because of our new contact. To destroy that 
contact without justification, legal, moral, or political, would cause me to give 
serious thought to disposing of our holdings in the bank. The public interest 
does not invite such destruction. Some competitors might request it, with the 
hope of removing what I believe to be desirable competition. The thought of 
such a thing, however, is offensive to every decent man who believes in free 
American enterprise. 

{ express these thoughts to you because I have known the old and I know 
the new. The old bank was good, but the new one is better, because of the ever- 
widening opportunities presented to us to play our rightful part in the further 
development of this great section of our country. 

Yours very truly, 


Duncan A. McLEoD. 


SANTA Monica, Cauir., July 8, 1955. 
Hon. J. ALLEN FREAR, Jr., 


Acting Chairman, Subcommittee on Banking and Currency, 
United States Senate, Washington, D.C. 

DeAR StR: My name is Howard J. Brace. I reside at 246 17th Street, Santa 
Monica, Calif. I am vice president and secretary of Occidental Life Insurance 
Company of California, a wholly owned subsidiary of Transamerica Corp. 
also a member of the board of directors of Occidental. 
of insurance of the State of Idaho from 1919 to 1924. 

I had hoped to have the privilege of testifying personally before the commit- 
tee. Since this opportunity has not been given me, I wish to have inserted in 
the record my objection to the enactment of any law which would cause Trans- 
america Corp. (or any corporation similarly constituted) to divest itself of its 
nonbank holdings, or which would change its present plan of operation. 

I was assistant secretary of Occidental in 1930, the year in which Trans- 
america acquired all of the shares of stock of Occidental. I have been with 
Occidental since 1925, thus serving as an officer before and after the date of 
purchase by Transamerica. I am able to recall the benefits which came to 
Occidental by reason of the transfer of its shares to Transamerica. 

The year 1930 was the beginning of a series of years of depression. In prior 
years, Occidental had made many mortgage loans to homeowners and farmers. 
A substantial number of these borrowers found themselves unable to meet their 
obligations during the depression years and Occidental found itself possessed of 
real estate which it was unable to sell. We were permitted to carry this real 
estate as an asset but it yielded little or no net income. 

During the years 1931 to 1988 Transamerica contributed more than $4 million 
to assist Occidental and to enable us to replace defaulted mortgage loans and 
securities with income-producing investments. 

From the above it will be seen that Occidental Life was directly benefited 
because it was a member of the Transamerica family. That assistance enabled 


I am 
I serve as commissioner 
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us to devote a major part of our time and energy to the orderly expansion of 
the life-insurance business instead of the management, maintenance and sale 
of slow assets. 

Having had this direct connection with a nonbank subsidiary of a bank hold- 
ing company and keeping in mind the benefits that came to us in time of stress 
because of that relationship and the remarkable success we thereafter attained. 
I have no hesitancy in registering my objection to any law which might prevent 
that same assistance being given should it ever again become needed, 

As a director of Occidental for many years, I am able to testify that decisions 
as to the policies and management of Occidental are made by its directors, and 
to my knowledge no pressures have been exerted on them by Transamerica Cor} 
or any of its officers. 

Very truly yours, 


Howarkp J. BRAcE 


Los ANGELES, Ca.ir., July 8, 1955. 
Hon. J. ALLEN FREAR, Jr.. 


icting Chairman Subcommittee, 
Senate Banking and Currency Committee, 
United States Senate, Washington, D. C. 

My Dear SENATOR FREAR: My name is Dwight L. Clarke. I am a citizen of 
California, residing in Los Angeles. 

I am making this statement in opposition to the legislation embodied in H. R. 
6227 and 8S. 880. In my opinion, no public interest will be served by their 
passage or by the enactment into law of any similar measures. 

To identify myself further: I am a native of California. From 1906 through 
1935 I was mainly engaged in the banking and trust company field; 10 years as 
a junior officer in 2 San Francisco trust companies, a longer period as an officer 
and director in a bank in Bakersfield, Calif., and 4 years an executive officer of 
a Los Angeles bank. 

Early in 1936 I became a director and executive vice president of Occidental 
Life Insurance Co. of California. I have served ever since as a member of 
its board of directors. In February 1944 I was elected its president, which 
office I held until December 31, 1950, when I retired under the company’s retire- 
ment plan. In 1948 I was elected to the executive committee of the American 
Life Convention, an organization of over 200 legal reserve life insurance com- 
panies of the United States and Canada. In 1946-47 I served as its president. 
I have also served on numerous other committees of said American Life Conven- 
tion. These associations have resulted in my forming many close personal and 
corporate contacts in the life-insurance business all over this country and to 
some extent in Canada. 

I have for over 11 years past been a director and a member of the executive 
committee of the Citizens National Trust & Savings Bank of Los Angeles, an in- 
dependent bank. 

My long association with both banking and life insurance has taught me that 
they possess much in common. The principles of credit, standards of invest- 
ment, and many of the problems confronting their managements are funda- 
mentally the same. It is most logical, therefore, that a holding company should 
own stocks in both banks and insurance companies. 

Ever since the organization of Transamerica Corp., I have been an officer or 
director or both of various corporations either owned outright or closely affiliated 
through stock ownership with said company. I have, therefore, had the ad- 
vantage of close personal knowledge of its management and their policies. It 
is on this that I base my opening statement that I oppose the pending legislation 
as not being in the public interest. 

Furthermore, I am anxious to see Occidental Life continue to pursue courses 
best caleulated to result in maximum benefit to an ever-increasing number of 
policyholders. I oppose anything that seems likely to hinder the progress of this 
company ; these bills impress me as such obstacles. 

In the depression of the thirties, many small- and medium-sized life insurance 
companies became seriously embarrassed financially. Their reserves became 
impaired, and they were forced to seek assistance, either from their stockholders 
or through reinsurance. In a number of cases, individual stockholders were 
themselves so adversely affected that they could give no relief. In quite a few 
cases, stronger companies stepped in and reinsured the crippled insurers by 
various methods. One of these was the placing of a lien on the policyholders’ 
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equity to be later partially or wholly liquidated from the salvage of the doubtful 
assets. 

Occidental Life came to the rescue in some of these cases. I emphasize that 
it was only able to do so because its own stock was owned by a strong corpora- 
tion in a position to strengthen Occidental. 

Occidental’s management was thus free to assume these tasks of rehabilita- 
tion which it could not have done had it not possessed the strength implicit in 
the Transamerica ownership. In one case, the Register Life Insurance Co., 
of Davenport, Iowa, Occidental completely paid off the policyholders’ lien before 
the time limit fixed in the reinsurance agreement. Thereby a numerous group 
of policyholders had their security and savings fully restored in a manner which 
the individual stockholders of their old company were too weak to accomplish. 
In another case, the Federal Reserve Life Insurance Co., of Kansas City, Kans., 
whose affairs were in a deplorable condition when Occidental commenced its 
fiduciary duties, the lien was not fully discharged, but vast improvement was 
made and the policyholders’ equity was signally enhanced. 

In a third case, the Union Mutual Life, of Des Moines, Iowa, no lien was 
placed upon the policies, but efficient and prudent management was substituted 
for one that had gotten the old company into numerous difficulties. 

In all these cases many thousands of policyholders emerged from the depres- 
sion in markedly better condition than would have been theirs had not a strong 
reinsurer lent a helping hand in their time of distress. 

I still recall a letter of thanks I received while president, from a widow who 
wrote that she had been enabled to send her daughter to college only because the 
policy on her husband's life in the Federal Reserve Life which she had believed 
worthless, was at last paid out by our company. Some may feel that is only 
an obscure incident affecting two individuals. But to me it is symbolic of many 
other human-interest stories available if we had the time to go behind the cold 
figures of a big life insurer’s operations. Since in the American way of life 
the individual is all important, then surely this question of disaster or recovery 
in any person’s life can never be unimportant. 

Someone may comment that these things happened back in the 30’s and are 
unlikely to recur. Our best guide to the future must always be our experience 
of the past. Certainly I know that Occidental, during an unfavorable period in 
our national economy, was able to render far better service to its policyholders 
and their beneficiaries than would otherwise have been the case solely because 
of the strength and character of Transamerica’s structure behind it. You will, 
therefore, understand my unwillingness to see that structure weakened. 

In another way, Occidental Life has been able to render far-reaching service 
to well-nigh countless thousands only because of Transamerica. Soon after the 
latter acquired Occidental in 1930, it encouraged this company’s management 
to explore the field of life and accident and health insurance for new types of 
coverage that might attract new buyers. Granted that the motive was to in- 
crease the business done and earn a profit thereby, the fact remains that be- 
cause Transamerica could afford research and experimentation, Occidental be- 
came a pioneer in certain lines of insurance and greatly advanced their useful- 
ness to the public. It thus became one of the earliest large writers of various 
forms of term insurance. It demonstrated that there were many individual 
cases where pure protective forms of policy best fitted the needs and the pocket- 
books of certain segments of the public. I have personally known innumerable 
cases where business loans or risk capital were obtained solely because the men 
involved were able to supply needed life insurance at a not prohibitive cost. 
Thereby useful constructive enterprises became realities with resulting benefits 
to more people than anyone can count, This, too, it seems to me was in the 
American way of life. 

Someone may counter my argument with the observation that if Occidental 
had not supplied the coverage, someone else would. This is true up to a point. 
However, let me point out that life insurance is almost never bought, it is sold. 
Many other life insurers were content to let well enough alone and only push the 
most traditional types of policies. Even where they authorized issuance of 
term policies, their agents were not encouraged to seli them. Much of the insur- 
ing public was not even aware of their existence. Occidental pioneered this 
field and in time its competitors developed a livelier interest in this form of 
merchandise. I believe anyone familiar with the last 20 years of life-insurance 
selling will admit that Occidental Life gave great impetus to term insurance. 

May I point out here that in one particular not shared by any other business, 
life insurance in a great many instances is a “now or never” business. Gro- 
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ceries, hardware, and real estate may be bought at any time; if not today from 
sales company A, then tomorrow from sales company B. The chances of huma) 
life being what they are, the alert and aggressive salesman of a policy much 
needed by a prospect may very well write a coverage today that no competitor 
proceeding at a more leisurely pace would ever write tomorrow. Because fat« 
has decreed there will be no tomorrow for that prospect. 

The same aggressive sales policy was encouraged by Occidental’s stockholder 
in the field of group insurance. The time was when only very limited grou) 
coverage in a comparatively narrow field was sold by most of the companies 
Transamerica’s strength plus its willingness to have its subsidiary experiment 
and explore led to Occidental devising new forms and greatly expanding the 
number of persons protected. 

I know that there are in existence literally thousands of beneficiaries being 
cared for, thousands of well-designed programs for education of youth, old-age 
security and the like being carried out simply and solely because the strong and 
vigorous stockholder of Occidental Life, Transamerica, for years has encouraged 
Occidental’s management and its field representatives to pursue a vigorous and 
aggressive course of expansion of its life insurance and other forms of coverage 

These are reasons why I deplore the enactment of a measure that would 
force Transamerica to divest itself of a substantial part of its present assets. 
Such divesting, it seems to me, would to just that degree weaken our stock 
holder’s ability hereafter to take strong, constructive measures of the kind I 
have mentioned above. I cannot see how any public interest would be served by 
such a negative course of action that could only weaken a corporation whose 
record is one of creative enterprise. 

I request that this statement be made a part of the record of the hearing 

Respectfully yours, 
DwicnTt L. CLARKE. 


STATEMENT OF R. D. Syer, PRESIDENT, ALLIED Buripine CreptitTs, Inc. 


This statement is submitted by Allied Building Credits, Inc., known as ABC 
ABC is engaged on a nationwide basis in the purchase, sale, and servicing of 
installment notes originated by dealers and builders engaged in home improve- 
ment and light commercial construction. It also develops, sells, and services 
residential mortgages. ABC is wholly owned by Transamerica Corp. We are 
submitting this statement because of our firm conviction that the proposed legis- 
lation which could require divestiture of ABC by Transamerica would be a 
gross disservice to the public and would be completely unfair to ABC, its em 
ployees, and customers, and to its parent, Transamerica. 

Since ABC's organization some 20 years ago, it has served the light construc- 
tion industry by supplying a program of time-sales merchandising through a 
simple plan of installment financing especially designed and adapted to the 
requirements of the industry. In its 20 years of operations ABC has purchased 
approximately 815,000 installment notes, aggregating $542,500,000, covering im- 
provement and modernization of residential and farm dwellings. In other 
words, credit extended by ABC has enabled almost a million people to modernize 
and improve their homes. Over the same period, ABC has purchased $212,013,000 
in GI and FHA title IIT mortgages and in this way has been responsible for 
thousands of veterans and other people of moderate means being able to acquire 
their own homes. 

ABC has more than 400 employees and operates through 36 offices located ir 
principal cities of 26 States. Under ABC’s methods of operations, its services 
are offered through some 10,000 dealers in goods and services going into home 
modernization and improvement and through 200 selected building contractors. 

ABC was purchased by Transamerica Corp. in 1946. The record since that 
date shows graphically that Transamerica has as owrer of ABC followed the 
policy of constantly improving the financial structure of its subsidiary. It has 
always acted in the best interests of ABC. For example, shortly after the acquisi- 
tion of the company in 1946 an urgent need developed for additional operating 
capital. Transamerica promptly made the needed funds available by substan- 
tial loans of its own funds. Such loans, incidentally, have since been completely 
liquidated. 

Although the years immediately following 1946 were those of rapid growth 
for ABC, Transamerica saw fit to forego any common-stock dividends, and ABC 
was thus allowed to improve its capital position. Its capital and surplus have 
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consequently increased from $10,933,000 in 1946 to $16,490,000 as of June 30, 
1955, and our company is now in a position to declare dividends on its common 
stock when, as, and if earnings warrant them. 

The ownership of ABC by Transamerica has also been most important to the 
well-being of our employees. After Transamerica acquired the company, ABC 
was encouraged to install a retirement plan for its employees, accompanied by 
a most generous group life insurance and health and accident insurance plan. 
No retirement plan had been available under the previous ownership. 

In short, the policies of the holding company have been such as to strengthen 
ABC capitalwise and to improve the position of its employees. Such policies 
have never taken the direction of interference with operating management nor 
with attempting to force ABC to adopt policies which would direct its business 
to Transamerica subsidiaries or to have the business conducted in any manner 
that was not entirely to the best interests of ABC. 

I wish to stress particularly the absence of any pressures or suggestions that 
ABC’s business be used for any ulterior purpose. This point is best illustrated 
by the example of the day-to-day financing of ABC’s operations. ABC, both for 
its mortgage operations and its installment-note financing, requires sizable lines 
of credit with commercial banks. ABC negotiates these lines of credit directly 
with banks of its own choice. Neither Transamerica nor any of Transamerica’s 
banking subsidiaries has anything to do with these negotiations. 

ABC presently has established open lines of credit with banks, totaling $29 
million, which are used primarily in its mortgage operations. The banks with 
which we have these lines of credit are: 


American Trust Co., Charlotte 
sank of America N. T. & S. A., Los Angeles 
Central National Bank & Trust Co., Des Moines 
Chemical Corn Exchange Bank, New York 
City National Bank & Trust Company of Chicago 
Commerce Trust Co., Kansas City 
Commercial National Bank, Charlotte 
Continental Illinois National Bank & Trust Company of Chicago 
First National Bank of Baltimore 
First National Bank of Birmingham 
First National Bank of Chicago 
First National Bank in Dallas 
First National Bank & Trust Co., Oklahoma City 
First National Bank of Omaha 
First National Bank of St. Paul 
First National Bank of Tampa 
First Security Bank of Utah, N. A., Salt Lake City 
Indiana National Bank of Indianapolis 
Iowa Des Moines National Bank, Des Moines 
Louisiana Bank & Trust Co., New Orleans 
Marine Midland Trust Co., New York 
Marine Trust Company of Western New York, Buffalo 
Mellon National Bank & Trust Co., Pittsburgh 
Midland National Bank of Minneapolis 
National Bank of Commerce, Houston 
Seattle-First National Bank, Seattle 
Union Bank of Commerce, Cleveland 
The Ohio Citizens Trust Company of Toledo 
Citizens National Trust & Savings Bank of Los Angeles 
First National Bank of Boston 
Liberty National Bank & Trust Company of Oklahoma City 
Merchants National Bank & Trust Company of Indianapolis 


You will observe that none of the six Transamerica banks are included in this 
list. 

For the financing of the installment note side of ABC’s business, we have 
established so-called note sales lines in the aggregate amount of approximately 
$110 million. The banks which have extended accommodations of this type are: 


Bankers Trust Co., New York 

Bank of America N. T. & S. A., Los Angeles 
The Bank of New York, New York 

The Bank of the Manhattan Co., New York 
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Central Trust Co., Cincinnati (with participant) 
Chase National Bank of the City of New York 

The Denver National Bank, Denver (with participants) 
First National Bank in Houston 

Lincoln Rochester Trust Co., Rochester 

The Marine Trust Company of Western New York, Buffalo 
National City Bank of New York 

Peoples First National Bank & Trust Co., Pittsburgh 
The Detroit Bank, Detroit 

National Bank of Commerce, Seattle (with participant) 
The Philadelphia National Bank, Philadelphia (with participant) 
National Bank of Commerce, New Orleans 
Seattle-First National Bank 

The Union Bank of Commerce Co., Cleveland 

American Trust Co., Charlotte, N. C. 

City National Bank of Houston 

First National Bank of Birmingham, Ala. 

First National Bank of Boston 

First Wisconsin National Bank of Milwaukee 

First Security Bank of Utah, N. A., Salt Lake City 
Riggs National Bank of Washington, D. C. 


It is again to be noted that no Transamerica bank is in this group. 

With substantial banking accommodations of this nature, ABC has consist- 
ently operated under the close scrutiny of the many banks with which it deals. 
It is also regularly examined by Federal authorities as a holding company 
subsidiary. In no case has any suggestion been made of any improper procedure. 
There has never been any attempt to interfere with, or control, the normal flow 
of credit by attempting to maintain particular banking relationships with banks 
in the Transamerica system. We emphasize this point because it has been our 
understanding that “divestiture” has always been associated with the correction 
of wrongful practices that have been pursued. We believe that banks with 
which ABC deals all over the country are well aware of our methods of operation 
and we suggest you inguire of them as to these methods and as to our standing in 
the financial community. We are conscious only of a good, clean record and 
of the ability to provide a much needed service in our specialized field of home 
modernization. 

We stand before you convinced that additional regulation is not needed in our 
case to protect any of those with whom we deal from imagined abuses. There 
are no such abuses. In the interests of the industry which we serve and in the 
interest of the consumers who benefit from these services and, of course, in the 
interest of preventing disruption and hardship to our staff, we urge that your 
committee reject the bank holding company legislation now before it. 

Respectfully submitted. 

R. D. SYEr, 
President, Allied Building Credits, Inc. 


STATEMENT OF JOHN L. MYLOoD, PRESIDENT, PACIFIC NATIONAL FIRB 
INSURANCE Co. 


My name is John L. Mylod. I am president of the Pacific National Fire 
Insurance Co. and the Paramount Fire Insurance Co. and chairman of the board 
and chief executive officer of the Manufacturers Casualty and Manufacturers 
Fire Insurance Cos. I wish to be recorded as in opposition to the bank holding 
bills, which are the subject of the hearing at which this statement will be read. 
[ am not a banker but believe the charges that the Transamerica Corp. is a 
monopoly or has a tendency to become a monopoly are baseless and unwarranted, 
and I would address myself chiefly to these aspects of the bills. 

I became president of Pacific National Fire Insurance Co. in 1946, after hav- 
ing been associated with another group of insurance companies for 30 years, 
and resigning the position of senior vice president of the five companies that 
constituted the insurance company group in order to become associated with 
Pacific National Fire Insurance Co. My experience has been confined to the 
fire and casualty business and this statement is being made in an effort to shed 
some light on our operations, which definitely cannot be classified as exercising 
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even a semblance of monopoly in these or any other classifications of the insurance 
business. 

I should like to give you a little background with respect to the operations 
of these companies. 


PACIFIC NATIONAL FIRE INSURANCE CO. 


Of the 13 directors that now comprise the board, the selection of Mr. R. Stanley 
Dollar and F. J. Early were suggested by Director Frank J. Edoff, and the 
writer suggested the selection of Mr. Owen M. Murray, of Dallas, Tex. The other 
nine directors were members of the board before my association with the 
company. 

PARAMOUNT FIRE INSURANCE CO. 


Of the 26 present directors, 20 were board members at the time the company 
was purchased, and the other 6 subsequently appointed. Three of the 6 include 
myself and 2 vice presidents. The remaining 3 were chosen by the board. 


MANUFACTURERS CASUALTY INSURANCE CO.—DIRECTORS IDENTICAL WITH MANI 
FACTURERS FIRE INSURANCE CO. 


Of the 10 directors, 3 were directors at the time we purchased the company. 
Five of the others, including the writer are identified with our insurance opera- 
tions, and at my suggestion the other two directors were appointed to the board. 

As of January 1, 1955, these four insurance companies had cash in banks 
amounting to $10,095,000. These funds were on deposit in 33 banks located in 
numerous States, and of the total, $9,074,000 was on deposit in banks not iden- 
tified in any manner with the Transamerica Corp. It is obvious that Trans- 
america-controlled banks are not being favored. 

On the fleet of automobiles owned by the Transamerica group of operating 
companies the bodily injury and property damage coverages, as well as the 
physical damage coverage are placed in their entirety with competing com- 
panies on a competitive basis. The compensation insurance is placed with the 
California State compensation insurance fund, and the bonds on the employees 
are likewise written in their entirety by a competing company. The fire insur- 
ance on the banks is written by the Pacific National Fire Insurance Co., sub- 
ject to reinsurance in other companies. 

*acific National Fire Insurance Co. has about 1 percent of the fire insurance 
and less than 1 percent on the business interruption insurance of the General 
Metals Corp. It has but $11,000 on the physical properties of the Columbia River 
*ackers out of a schedule of $7 million. This exhibit clearly indicates no favor- 
itism is shown in the placing of insurance by the nonbanking affiliates of the 
Transamerica Corp. 

As stated, the writer became associated with the Pacific National Fire Insur- 
ance Co. in 1946, at which time this company wrote approximately $5 million 
in net premiums. In 1954 the company wrote $18,698,000 in net premiums; 89 
percent was produced in the States located east of the Rocky Mountains and 
was procured solely through the efforts of our field representatives and local 
agents. Of the remaining 11 percent representing $2,142,000, $110,000 was pro- 
duced through sources affiliated with Transamerica Corp. Thus it can be seen 
that all but a negligible amount of the total volume was developed through inde- 
pendent local agencies. 

The Paramount Fire Insurance Co. was purchased in 1950, the writer acting 
as intermediary. In 1954 this company booked net premiums of $3,332,000. Of 
this volume 10.7 percent or $362,000 was produced in the States that comprise 
the Pacific coast territory and none of it through any of the affiliates of Trans- 
america Corp. : 

The Manufacturers Casualty and Manufacturers Fire Insurance Cos. were pur- 
chased in 1950 through the efforts of the writer. At the close of 1954 premiums 
written amounted to $17,206,000 of which $845,000 were produced in the Pacific 
Coast States through agency sources only and with no business traceable to any 
of the affiliates of Transamerica Corp. 

The insurance industry is a large one. According to Best’s Insurance Reports 
the assets of the 742 stock fire and casualty insurance companies operating in 
1954 were in excess of $15,700 million. (Mutual companies had assets of $3,600 
million.) The assets of the four companies under my direction are slightly in 
excess of $91 million. Total premiums of the stock fire and casualty insurance 
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companies written in 1954 were in excess of $7 billion. (Mutual companies 
wrote $2,300 million.) Our premium volume amounted to $39,236,000 or slightly 
more than one-half of 1 percent of the total of stock company writings, 

When purchase money was necessary in order to acquire the Paramount Fire 
Insurance Co. and the Manufacturers Casualty & Manufacturers Fire Insurance 
Cos., the funds were quickly provided from surplus funds of the Transamerica 
Corp. as immediate decisions had to be made, thus enabling us to round out our 
services to the insuring public by being equipped to immediately provide ex- 
perienced and skilled technicians. 

There are good and poor times in the operation of insurance companies and 
the available pool of surplus funds held by the Transamerica Corp. makes it 
particularly important in the meeting of obligations when and if adverse con- 
ditions arise. The diversification of the Transamercia Corp. system is a protec- 
tion to each subsidiary and its minority shareholders, as well as to the share- 
holders of Transamerica Corp. 

In view of the State regulatory laws and the antitrust laws I would say that it 
is inconceivable that Transamerica Corp. or any other holding company or any 
group of companies could ever create a monopoly in this highly competitive 
business. 

At no time during my association has the Transamerica Corp. ever attempted 
to impose its wishes with respect to the operation of the aforementioned insur- 
ance companies. T have never been requested to employ or release a member of 
the staff, to appoint or cancel an agency, or to appoint a director. It is crystal 
clear to me that all units act independently of the others having as their objec- 
tive the success of their particular companies in their respective fields of 
endeavor. 

I respectfully request that this statement be made a part of the record of the 
hearings. 


JOHN L. Myton. 


GENERAL METALS CorpP., 
San Francisco 4, Calif., July 11, 1955. 
Hon. J. ALLEN FREAR, Jr., 
icting Chairman, Subcommittee Banking and Currency Committee, 
United States Senate, Washington, D.C. 

Dear Str: My name is Wm. FE, Butts, president of General Metals Corp., a 
96-percent owned subsidiary of Transamerica. I have been with General Metals 
since its formation in 1928 and have been active in its growth from a few hun- 
dred to over 3,000 employees at the present time. 

I would like to submit a statement in opposition to the pending bank holding 
company legislation now being considered by your committee. In my opinion 
there is nothing incompatible in Transamerica’s policy of investment diversifica- 
tion in financial as well as industrial and commercial ventures. I believe this 
policy is sound and has contributed greatly to the growth of our corporation in 
this expanding western economy. 

I would like to point out the following pertinent facts : 

(1) Transamerica has made its investments in General Metals Corp. entirely 
by purchase of stock, and based this investment on merit. 

(2) Transamerica supplied capital on a sound basis during the depressed 
times which occur in our cyclical type of business. Thus, it provided employ- 
ment and equipment which enabled us to improve our plants in time to be pre- 
pared for both World War II and Korea. 

During these same periods, other producers were forced to give up the manu- 
facture of essential items needed for defense, because of inadequate capital. 

(3) When the need arose, in both emergencies, Transamerica willingly pro- 
vided the capital necessary for the building of additional facilities required for 
the defense effort, even though the contractual terms at the time seemed extreme- 
ly unfavorable. 

(4) During times of relatively high unemployment, Transamerica was willing 
to forgo profits and add the capital necessary to retain these operations for west 
coast need. Needless to say, these investments have been proven sound. 

(5) At no time has Transamerica dictated, nor even suggested operating poli- 
cies in regard to labor, customers, or suppliers. The fact that Transamerica has 
banking affiliates has neither helped nor hindered our relationship with labor, 
customers, or suppliers. The enly interest these parties have had, is that we 
be financially sound in order to continue the growth and modernization necessary 
to fulfill their requirements. 





CONTROL OF BANK HOLDING COMPANIES 499 


(6) Without Transamerica’s backing, we could not have undertaken programs 
is long as 10 years in advance, to modernize and expand ahead of the fact grow- 
ing needs of western industrial and defense requirements. 

(7) Our board of directors is composed of 4 industrialists, 1 publisher of indus- 
trial and commercial magazines, 1 financier, and 2 members representing Trans- 
america Corp. 

Their policy in the direction of the corporation has always been to operate a 
first-class, successful and strictly competitive manufacturing operation. There 
has never been any diverse action in this respect by the two representatives of 
Transamerica Corp. 

(8) We have never made an express or a tacit condition, nor have we suggested 
that our customers obtain financing from Transamerica banks, nor have the banks 
extended credit conditioned on doing business with General Metals Corp. Fur- 
thermore, the corporation itself does not have or seek loans from Transamerica 
affiliates. 

(9) Our divisions must be strictly competitive with eastern as well as western 
manufacturers. Seventy-five percent of our diesel engines and aircraft compo- 
nents are sold competitively in eastern markets. We have done some long-term 
financing of our heavy duty diesel engines and municipal powerplant installations 
in the east. These have been financed by eastern banks under strictly competitive 
conditions, in which none of Transamerica’s affiliated banks have participated. 

There has been no abuse of our position as a Transamerica investment and sub- 
sidiary. I do not see any justification whatever for the unfairness of divestiture, 
with its impact on our employees, customers and stockholders, as well as the 
stockholders of Transamerica Corp. 

Since my request to appear before the committee has not been granted, I request 
that this statement be made a part of the record of hearings. 

Yours very truly, 
Wo. E. Butts, President. 


SAN FRANCISCO, CALIF., July 11, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Acting Chairman, Subcommittee Banking and Currency Committee, 
United States Senate, Washington, D.C. 

GENTLEMEN: My name is Arthur F. King, chairman of King Publications, 
Inc. of San Francisco and also a director of General Metals Corp., a subsidiary of 
Transamerica Corp. 

I am submitting a statement in opposition to proposed legislation now in dis- 
cussion by your committee, S. 880 and H. R. 6227. As publisher of Western 
Industry, Western Construction and Western Farm Equipment, I am in close 
touch with industry and commerce in the 11 Western States and am vitally 
interested in the continued growth and stability provided by the diversification 
policy that has been followed by Transamerica Corp. 

I understand that the House and Senate bills now pending would destroy this 
sound policy of diversification, and in my opinion would seriously hamper the 
free flow of capital essential to a growing country. 

The curtailment of Transamerica’s activities in these fields could seriously 
affect the employment stability now supplied to its manufacturing subsidiaries, 
which supply essential materials and components to the airframe, oil tool and 
defense industries located in the West. 

As a director of General Metals, I am impressed by the benefits accruing to 
General Metals, its customers, and its industry by virtue of its association with 
Transamerica Corp., so I can see no justification for the passage of this legislation 
which could destroy these benefits and the stability they afford this fastest 
growing section of the country. 

Sincerely, 
ARTHUR F.. KING, 
Chairman, King Publications, Inc. 


HoME INVESTMENT Co. or Lone BEACH, L. S. WHALEY Co., 
Long Beach, Calif., July 11, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Acting Chairman, Subcommittee Banking and Currency Committee, 
United States Senate, Washington, D. C. 


Dear Str: I am Lioyd S. Whaley. My office is located at 5512 Britton Drive, 
Long Beach, Calif. I am one of the principal stockholders of Long Beach 
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National Bank, Equitable Building and Loan, Long Beach, the sole stockholder 
of Home Investment Co., and other corporations engaged in various types of 
business. 

This letter is written in opposition to the bank holding company bill. My, 
interest in this bill is induced by my view based upon my busness dealings 
with subsidiaries of Transamerica Corp., a bank holding company, that these 
companies represent an industry which contributes substantially to the nationa| 
economy and the public good, and further by my concern that the proposed bill, 
if passed, would seriously jeopardize my position as one of the many small inves- 
tors who would be adversely affected. 

We have had extensive business relations with Transamerica Corp. subsidiary 
companies, and at no time have we ever had a request made upon us by any 
of these companies to transact a business with any other companies or banks 
of Transamerica. We have enjoyed complete freedom of arrangements in con- 
ducting our own business in all of these transactions. 

I know of no activity of Transamerica Corp., or its subsidiaries, which has 
been detrimental to the public interest. As a major stockholder of the Long 
Beach National Bank, I have never felt that the Transamerica Corp. has in any 
way, due to its size or conduct of business, created unfair competition in banking 
or any other of its affiliated businesses. In the absence of any showing of 
wrongdoing by these companies, I find no reason why they should be restrained 
or put out of business by the passage of legislation. A bill such as this which 
has no reason for enactment would be arbitrary and discriminatory. In my 
opinion, its passage would unjustifiably restrain the operation of a legitimate 
business, and, would jeopardize our system of free enterprise. 

The bill prohibits the creation of a company to hold bank stock, and in this 
respect, the bill would prevent the creation of a corporation or trust by an 
individual to hold bank stocks and other investments which could be desirable 
from an income tax or estate-planning viewpoint. This prohibition, therefore, 
impairs the right to transfer investments. In my case, though I have the right 
to hold and own these investments, the proposed law would prohibit me from 
transferring them to a personal holding or investment company or trust, and 
in this way, would deprive me of the opportunity of setting up an arrangement 
which might be desirable from an income tax or estate-planning point of view. 
| believe my own position as an investor is typical of many in the United States. 

The law also requires that existing bank holding companies divest themselves 
of all nonbanking assets. In my opinion, this requirement will ultimately cause 
a loss to the great number of stockholders of these companies. It also deprives 
them of an investment medittm in which they have had great confidence; it 
wouldn’t surprise me if a great many of the stockholders of these bank holding 
companies have. been stockholders for many years. I can see no justification 
for a law which would eliminate their source of investment and possibly cause 
them loss. 

I believe that a bill which contains such a serious threat to the very existence 
of a substantial industry should not be enacted without the most thorough 
investigation of whether there are any real reasons for its enactment, and of 
the possible serious effects if it is enacted. I feel that I and perhaps others 
who have requested opportunity to appear might have given considerable in 
formation and help to the committee in determining whether this type of legis- 
lation is proper or needed, and I feel that any action on this bill should not be 
taken until everyone interested in the legislation has had a full opportunity to 
appear and be heard, and until thereafter an extensive study is made to deter- 
mine whether the bill would do more harm than good. 

I respectfully request that your committee place this statement in the record 
of the hearings, and should you wish further information from me, same will 
be furnished upon request. 

Respectfully submitted. 

Lioyp 8. WHALEY. 


JUNE 28, 1955. 
Hon. J. ALLEN FREAR, Jr.., 
Chairman, Subcommittee on Banking and Currency Commitee, 
United States Senate, Washington, D. C.: 


I have been in the livestock business in Nevada and California for over 30 


years and I know the benefits that have accrued to the people of both States from 
the fine services rendered by the banks of the Transamerica organization. I 
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feel that the bank holding bills now pending before your committee are adverse 
to the best interests of the livestock industry and the general public of both 
States. Any legislation which will tend to discriminate between banking or- 
sanizations and which restricts needed banking facilities in this area is un- 
wise. I would appreciate an opportunity to appear before your committee to 
explain in greater detail the seriousness of the above legislation. 
Epwarp P. WALTZ 
RENO, NEV. 


JUNE 28, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee on Banking and Currency Commitee, 
United States Senate, Washington, D.C.: 

In my business and legislative career I have become familiar with Nevada’s 
banking history and needs. The so-called bank holding company bills now be- 
fore your committee would deprive Nevada of adequate banking facilities and 
would be unfair to borrowers, stockholders, and the public. I shall be pleased 
to testify before your committee on these matters at your convenience. 

FoRREST LOVELOCK, 
State Senator, Washoe County, 
Richardson-Lovelock Ford Dealer. 
RENO, NEY. 


JUNE 28, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee on Banking and Currency Commitee, 
United States Senate, Washington, D. C.: 

Re H. R. 6227 and S. 880 now pending before your committee. I am a direc- 
tor of the First National Bank of Nevada, a majority of the stock of which is 
owned by Transamerica Corp. Transamerica Corp. was invited into the State 
of Nevada to take over the First National Bank of Nevada during the bank 
crisis at the request of the Governor and other public officials of the State. 
Without question the acquisition by Transamerica of First National alleviated 
sreat economic stress in this State. The passage of the above bills would be 
injurious to the State of Nevada and its people, and would deprive it of needed 
banking facilities. The legislation is unsound, discriminatory, and unwise. 
I request an opportunity to appear before your committee to present testimony 
on this legislation. 

Cyrit WENGERT. 

Las VEGAS, NEV. 


JUNE 28, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman, Subcommittee on Banking and Currency Commitee, 
United States Senate, Washington, D. C.: 

As a Nevada citizen and long-time customer of the First National Bank of 
Nevada, I strenuously oppose the bank holding company bills now being con- 
sidered by your committee as being unsound, discriminatory, and interfering 
with the right of a State to secure the best possible banking facilities. The 
passage of these bills would be to the detriment of the State of Nevada. I re- 
quest an opportunity to appear before your committee to present my views. 

WILLIAM B, Wricur. 
Rancher, Director, United States Chamber of Commerce. 
DretH, NEV. 


STATEMENT OF E. J. QUESTA, PRESIDENT, First NATIONAL BANK OF NEVADA 


I have recently been informed by Mr. J. H. Yingling, clerk of the Banking 
and Currency Committee, that the committee is unable to grant my request to 
testify personally in opposition to the bank holding company legislation which 
your subcommittee is now considering. In lieu thereof, I am stating my views 
herewith and ask that they be included in the record. 
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I am of the firm opinion that the passage of S. 880, H. R. 6227, and S. 2350 
being so-called bank holding company bills would have extremely harmful effects 
on the First National Bank of Nevada and the economy of the State. 

In the early 1930’s Transamerica Corp. was invited into Nevada at the request 
of the Governor and public officials to provide sufficient banking capital to allevi- 
ate financial chaos which resulted from banking crisis. Transamerica’s aid to 
the State has continued since that time. Most recently, under date of February 
1, 1955, Transamerica Corp. contributed to surplus $2 million to provide addi- 
tional working capital. In an underdeveloped and growing community like 
Nevada such outside capital is a necessity if the State is to realize fully its 
potential. 

First National Bank of Nevada, of which I am president, operates 3 branches 
in Reno and 3 branches in Las Vegas and other branches are operated in th« 
following communities: Carson City, Winnemucca, Tonopah, Fallon, Sparks, 
Elko, Yerington, Wells, Eureka, Nellis Air Force Base facility, and Minden. We 
operate on a statewide basis serving agriculture, dairying, livestock, industry and 
business activity. This enables us to properly serve 220,000 residents of the 
State of Nevada. 

We are in no way obligated to direct any business to Transamerica subsidiaries 
or their representatives. We, of course, operate in a competitive manner with 
the independent banks that are located in the communities where we have 
branches and also compete with the Bank of Nevada which is located in the 
southern part of the State and is majority owned by Transamerica Corp. 


BANK or NEVADA, 


Las Vegas, Nev., July 11, 1955. 
Hon. J. ALLEN FREAR, 


Chairman, Subcommittee on Banking, 
Banking and Currency Committee, 
United States Senate, Washington, D.C. 

DrarR SENATOR FREAR: Mr. Yingling, clerk of the Banking and Currency Com- 
mittee, has written me that the committee is unable to grant my request to 
testify personally in opposition to the bank holding company legislation which 
your subcommittee is now considering. While I regret not having this oppor- 
tunity, I have recorded my views in this statement which I would appreciate 
being included in the record. 

My name is Spencer L. Butterfield. My residence is 1415 Francis Avenue, 
Las Vegas, Nev. I am president of Bank of Nevada, a State banking institu- 
tion operating in southern Nevada with 4 branches, 2 in Las Vegas, 1 each in 
Henderson and Boulder City. Our bank has total resources in excess of $30 
million, and is a member of the Federal Deposit Insurance Corporation. We 
are examined once a year by the FDIC and twice a year by the State superin- 
tendent of banks. Of the 9,000 shares of Bank of Nevada common stock out- 
standing, approximately 6,500 are owned by Transamerica Corp. and 2,700 are 
owned by some 22 local stockholders. There are no repurchase agreements or 
any restrictions of any kind upon the stock held by minority stockholders, 
including directors. 

My banking career began in May of 1926 with the Bank of Sparks, Inc., 
Sparks, Nev., where I was employed as a bookkeeper and teller. In 1930 I 
was elected assistant cashier of that bank and on November 1, 1932, the bank 
was declared insolvent and did not open for business, it being one of the Wing- 
field chain of banks which collapsed at that time. In April of 1934 I was 
offered a position by the First National Bank in Reno, Nev., it being the only 
bank operating in Reno, or in any city within 50 miles. This bank had been 
purchased by Transamerica Corp. early in 1934 at the invitation of the business- 
men and the Governor of Nevada who realized that only a company with suffi- 
cient capital and know-how could reestablish the banking system in Nevada 
which had collapsed in 1932. 

In 1934 I was transferred to Carson City, Nev., as manager of the first branch 
of the First National Bank in Reno to be opened. Subsequent to this time sev- 
eral branches of the bank were opened in cities within our State which were 
in dire need of banking facilities. In 1941 I was giving the opportunity and 
accepted the position of assistant cashier at the Las Vegas branch, First Na- 
tional Bank of Nevada, the name of the bank having been changed from First 
National Bank in Reno. Later that year, because of the rapidly expanding 
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population in Las Vegas and the need for additional banking facilities, and it 
appearing that no other banking concern or individuals were interested in 
establishing additional banks in southern Nevada, Transamerica Corp. organized 
the Bank of Nevada, a State banking institution. The first branch of the bank 
was opened in Boulder City, Ney., a community which at that time was some 
6 years old and had never had banking facilities. A few months later an office 
of the Bank of Nevada was established in Las Vegas, which grew rapiuly and 
was, and is still, highly competitive with the First National Bank of Nevaua, 
also a Transamerica subsidiary. 

Early in 1954 an independent bank, the Bank of Las Vegas, was established 
in our city and at no time during the development of this new institution aid 
we register any protest. In fact, we are of the opinion that this additional com- 
petition is not only good for our community, but for our bank. Early in 1955 
the Bank of Las Vegas obtained a permit to open a branch of their institution in 
North Las Vegas. Neither the banks now operating here nor Transamerica 
Corp. opposed this permit. 

I have never at any time since my association with Transamerica banks been 
instructed or directed to conduct the affairs of the Bank of Nevada in any man- 
ner that would be detrimental to the bank or its customers. 

Loan applications are immediately processed by our loaning officers, and 
decisions are made promptly. On larger lines of credit decisions are made by 
our finance committee, and we never refer these applications to Transamerica 
Corp. for determination. 

Our board of directors consists of eight members. Excluding myself, 5 are 
local businessmen, and 2 are officers of Transamerica Corp. who have an excel- 
lent background of banking. 

The contention by some of the proponents of this legislation that there are 
improper dealings between subsidiaries is absurd. We have no magic formula by 
which individuals or corporations are forced to bank with us. They could and 
probably would resist any pressure which might be asserted and would un- 
doubtedly transfer their business to a competing bank. Moreover, as for the 
funds of the bank itself, we have never had any loans on our books to Trans- 
america Corp. or any of its subsidiaries. 

I have been repeatedly advised by Transamerica Corp. that they expect of 
me only that I operate an efficient bank and render adequate banking service to 
our customers. Beyond that, Bank of Nevada has no obligation to anyone, in- 
cluding subsidiaries of Transamerica Corp. or their representatives. 

It has been my experience that we are indeed fortunate to have as a majority 
stockholder, Transamerica Corp., particularly for the reason that in a growing 
community like ours there are times when it becomes necessary as required by 
State statute for us to increase our capital to cover increasing deposits. In 
such an instance we have the resources of Transamerica Corp. to provide this 
capital if and when needed. In fact, on three occasions since the organization 
of the bank it has been necessary to take this step. 

Very truly yours, 


8S. L. BUTTERFIELD, President. 


PIONEER TITLE INSURANCE & TrusT Co., 


Las Vegas, Nev., July 12, 1955. 
Hon. J. ALLEN FREaR, Jr., 


Acting Chairman, Subcommittee: on Banking, Senate 
Banking and Currency, 
Senate Office Building, Washington 25, D.C. 


DeAR Str: For the past 14 years I have been a director of the Bank of Nevada, 
a State bank which is owned 70 percent by Transamerica Corp., and 30 percent 
by local stockholders. I have been employed by Pioneer Title Insurance & Trust 
Co. since 1920 and for the past 15 years have been a director, and vice president, 
and manager of the Las Vegas office of this company. I am also director of the 
Washoe Title Insurance Company of Reno, Nev., and of the Southern Nevada 
Power Company of Las Vegas, Nev. None of these companies are associated with 
Transamerica. 

Bank of Nevada opened its first office in December 1941. Perhaps you know 
that Las Vegas has enjoyed tremendous growth, and the Bank of Nevada has 
kept pace with the growing needs of this community. 

When the Bank of Nevada first commenced operations, some of the directors 
were somewhat apprehensive that Transamerica Corp. would be so stringent 
and directive and hold such tight control that the directors of the bank would 


Committee on 
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be mere figureheads and unable to operate the bank as they felt should be done. 
It was, however, soon apparent that this was a mistaken idea, for over the 
years Transamerica Corp. has never exerted any influence on any of the members 
of the board of directors. We have a free hand in the operation of the bank. 
The directors have, on the other hand, grown more and more to appreciate the 
facilities and helpfulness of Transamerica Corp., and we appreciate fully their 
advice and assistance in the operation of the bank. We feel that this bank 
could not be the success that it is if the facilities of Transamerica Corp. had 
not been available to the directors. 

I am told that those in favor of bank holding company legislation allege 
that holding company banks give favored treatment to subsidiaries of the hold- 
ing company. This is not so. I think you should know, for instance, that our 
bank is mortgage loan correspondent for New York Life Insurance Co., a keen 
competitor of other life-insurance companies doing business in Nevada including 
the Occidental Life Insurance Company of California, which Transamerica 
owns. 

In my opinion, the bills before your committee are unnecessary and not based 
on fact and I would appreciate if this statement of my views could be included 
in the record. 

Very truly yours, 
M. M. Sweeney, Vice President. 


LAs Veaas, NEv., July 12, 1955. 
Hon. J. ALLEN F REAR, Jr., 
Chairman, Subcommittee on Banking, Banking and Currency Committee, 
United States Senate, Washington, D. C. 

Dear Sir: My name is Robert B. Griffith. I have been a resident of Las Vegas 
since 1905. My present occupation is investments and property development and 
I have been continuously interested in the growth and prosperity of Las Vegas 
having witnessed the bank operations here over a period of 50 years. I have no 
official connection with any bank. 

The growth of this community started really with the growth of the financial 
institutions which serve our community and only through their abilities plus the 
willingness to build this area have we been able to make the present progress. 
The financial service to this community has been on a par with any in the United 
States and the interest rates have been the same. 

The businesses and real-estate development which I have personally pursued 
have been completely served in a most satisfactory manner by the First National 

jank of Nevada and Bank of Nevada, borrowings having been in the amounts 
of six figures. I am convinced that the services of these institutions have made 
possible the general prosperity and fantastic growth of our community. 

Among other things I have been in the insurance business and the banks have 
never suggested in any way that my insurance arrangements be changed to meet 
their particular company or banking situation. 

We have under the present system of banking enjoyed completely normal and 
competitive growth of our business community. 

I am sorry that it is impossible for me to testify personally in opposition to 
the three bank holding company bills now under consideration. I feel that the 
present banking system is conducive to good business practice and wish that this 
statement be included in the record of the hearings. 

Very truly yours, 
Rosert B. GRIFFITH. 


Las VaGAs, NEv., July 13, 1955. 
Hon. J. ALLEN FREaR, Jr., 
Chairman, Subcommittee on Banking, Banking and Currency Committee, 
United States Senate, Washington, D. 0 


Dear Sm: My name is Larsh Kellogg. I am a resident insurance agent in Las 
Vegas and have lived here for the past 4 years. I represent stock, fire, and 
casualty companies such as American Surety Corp., Fireman’s Fund Group, 
Crum & Forester, and American Fore Group. Being in the insurance business 
many of my assureds have automobile, home loans, and other type of loans where 
insurance is required. Those assureds who do business with Bank of Nevada 
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and the First National Bank of Nevada (bank affiliated with Transamerica Corp.) 
have never to my knowledge been asked to place any of their insurance through 
an insurance company owned by the Transamerica Corp. I do not represent 
the Pacifie National Fire Insurance Co which is owned by the Transamerica 
Corp. nor have any of the directors, officers, or employees at either the Bank 
of Nevada or the First National Bank of Nevada even so much mentioned to me 
that I should represent any company owned by the Transamerica Corp. 

I also would like to add at this time that I have been favored with insurance 
policies that had originated through employees of the Bank of Nevada and the 
First National Bank of Nevada and the only question being asked is, “are the 
companies you represent stable and reliable companies?” Furthermore, as ail 
insurance agent in Las Vegas I also do business with the independent bank in 
Las Vegas writing coverages not only for the bank but also for their employees 
and customers. I am sure that this is known to the officers of the Bank of Nevada 
and the First National Bank of Nevada. This has not affected our friendly 
business relationship in any manner. 

I am basically a fire, automobile, and casualty agent but do hold licenses with 
the Connecticut Mutual Life and the Occidental Life Insurance companies. The 
reason for representing the Occidental Life is that Mr. William Royer, general 
agent for Occidental in Nevada, is a personal friend of mine. I represent them 
for that reason only, but I am not active in life business and never has the Bank 
of Nevada or First National Bank of Nevada or any of their employees approached 
me regarding life insurance with Occidental Life. I attach a circular recently 
received by me from Bank of Nevada which indicates that the bank does not try 
to steer its customers toward Occidental. 

In short, I am a very active agent in Las Vegas writing a substantial volume 
of business. By virtue of this and the fact that Las Vegas is a comparatively 
small town, I am in a position to know whether or not Transamerica’s banks 
attempt to channel directly or by tacit understanding any insurance to Trans- 
america’s insurance affiliates or vice versa. I state categorically that they do 
not. 

As stated before I have lived in Las Vegas for the past 4 years and during 
that time I have borrowed money from time to time from Bank of Nevada and 
the First National Bank of Nevada and I have always been treated very courte- 
ously and there has never been any question about making the loans. I formerly 
lived in Salt Lake City, Utah, and borrowed money from time to time from banks 
in Salt Lake City and in moving to Las Vegas I found that the interest rates 
were comparable to those charged in Salt Lake City. 

It has been my hope to testify personally before the committee but I have 
received a letter from Mr. Yingling, committee clerk, informing me that this is 
impossible. It seems to me that if any of the pending bank holding company 
bills become law it would greatly jeopardize the operations of the Transamerica 
Corp. which has in my humble opinion rendered a great service to the people 
of southern Nevada. I understand that the reason for these bills is alleged im- 
proper dealings or customer pressures between Transamerica affiliates. In my 
experience these things simply do not exist. Therefore, if possible, I would like 
this statement to be ineluded in the record of the hearings. 

Sincerely yours, 
LARSH KELLOGG, Insurance Agent. 


HENDERSON, NEv., July 18, 1955. 
Mr. J. H. YINGLING, 


Clerk, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Sir: This will acknowledge receipt of your letter dated July 9, 1955, eon- 
cerning the testimony to be given before your committee on bank holding com- 
pany legislation. In view of Senator Frear’s statement that the personal ap- 
pearance in Washington would not be possible, I am pleased to submit herewith 
this written statement outlining my views on the proposed legislation. 

My position is that of vice president and general manager of Manganese, Inc., 
a company that is treating manganese ore and making metallurgical grade 
nodules for sale to the General Services Administration. Manganese, Inc., was 
established in the State of Nevada in 1949, with its plant located 6 miles east of 
Henderson, Ney. 


65330—_55——_33 
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At the start of operations our company opened an account at the Las Vegas 
branch of the First National Bank in Las Vegas. Transfers of funds for opera- 
tional purposes were made to this bank from the company’s account in the New 
York Trust Co, of New York City. On account of the rapid growth of industrial 
activity in the city of Henderson, the businessmen there, spearheaded by the 
chamber of commerce, requested Bank of Nevada to establish a branch bank. As 
one of the directors of the chamber of commerce I had an active participation in 
this matter. The Bank of Nevada did establish a branch. 

I explained to the manager of the Las Vegas branch of First National Bank 
of Nevada our need to transfer our account to the Bank of Nevada in Henderson, 
and that I was doing so only because it was more convenient for us. (I think it 
should also be said that although these two banks are both associated with 
Transamerica, they are in active competition with each other.) We always had 
enjoyed the best of relationships and services with the First National Bank of 
Nevada. Since doing business with the Henderson branch of the Bank of Nevada 
the same conditions exist, and we commend them highly for their services. 

Even though Transamerica Corp. is engaged in activities outside the realm of 
banking, there never have been any occasions during which officers or representa- 
tives of the bank have approached us on the subject of taking out insurance with 
Transamerica’s insurance or other affiliates. We deal with insurance companies 
in New York City and in Los Angeles, and now and then on minor matters with 
agents in Las Vegas. We have a group insurance plan with Occidental Life 
Insurance Company of California. It was selected from six competing companies 
because its plan of coverage best fitted our needs. Only when the hearings came 
to our attention did we discover that Occidental was connected with Trans- 
america. 

To the best of our knowledge and experience neither one of the banks in 
reference ever has approached us on business matters alien to our routine bank- 
ing activities with them. Based on our relationships with both of the banks 
operating in the State of Nevada, I feel that the pending legislation is prejudical 
and detrimental, and should not be enacted. I asked that this letter be inserted 
in the record of the hearings. 

Yours very truly, 
F. A. McGonicte, 
Vice President and General Manager, Manganese, Inc. 


HENDERSON, NEv., July 11, 1955. 
Hon. J. ALLEN FREAR, Jr., 
Chairman Subcommittee on Banking, 
Banking and Currency Committee, 
United States Senate, Washington, D.C. 


Dear Str: My name is Fred D. Gibson. I am president of Basic Management, 
Ine. Basic Management, Inc., is a company whose main function is the operation 
of water and power facilities serving the industrial center of Henderson, Nev. 

I am also vice president and general manager of Western Electrochemical 
Co. Western Electrochemical Co. is a chemical manufacturing business, hav- 
ing a variety of what might be called basic chemical products. We do an annual 
business in the order of $10 million. 

I am not and never have been associated with Transamerica as an officer, 
director, or employee of it or its affiliates. 

My companies have been in business in this area since 1945. During that time 
we have had business dealings with both the Bank of Nevada and the First 
National Bank of Nevada as well as with other banks not associated with Trans- 
america Corp. We have found as these banks have expanded their facilities 
in this community that the service rendered by each of them has improved. 
Our relations have been excellent with both banks and there has never been 
the least indication of any pressure on us to confine our business to either of 
these banks or to do business with any other Transamerica affiliate. For 
instance, our substantial insurance account is not carried with any of Trans- 
america’s insurance subsidiaries. 

Up to some 2 or 3 years ago we did not have banking facilities in the com- 
munity of Henderson, Nev. Henderson is approximately 15 miles from Las 
Vegas and we found it awkward to operate without nearby banking facilities 
both on our own account and the account of our employees. The Bank of 
Nevada recognized the need for local facilities and provided a bank for us. 
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We have found the two banks ready and willing to perform sound banking 
service. We know from experience that there is keen competition between 
them for business. We also know that the growth of our community as well as 
our own business has only been possible because of the strong backing Trans- 
america gives to these banks. We feel that it would be a serious mistake to 
handicap and curtail Transamerica with the enactment of any of the bank 
holding company bills now before the committee, which bills, I understand, 
would restrict or prevent the expansion of our local Transamerica banks to pro- 
vide services as in the case of Henderson. 

I am sorry not to have had the opportunity to testify personally before your 
committee. Would you please have my statement inserted in the record of the 
hearings. 

Very truly yours, 
Frep D, GIBsoN, 
President, Basic Management, Inc. 


STATEMENT OF ASTORIA CHAMBER OF COMMERCE, ASTORIA, OREG., ROBERT S. LOVELL, 
PRESIDENT 


My name is Robert 8S. Lovell. I am an auto dealer in Astoria, Oreg., associated 
with my father in the Lovell Auto Co. As a businessman in Astoria and as presi- 
dent of the Astoria Chamber of Commerce, I would like to make the following 
statement on behalf of our chamber of commerce in regard to the effect S. 880 
and H. R. 6227 could have on Astoria, Oreg., and the economy of our area. 

I am well acquainted with the Columbia River Packers Association, Inc., or 
CRPA as we call it. My father has been in business in Astoria during nearly all 
the 54 years the firm has been engaged in the fish business here, and I have lived 
in Astoria all my life. 

Neither my father nor I is in any way employed by CRPA nor do we own any 
of its stock. However, I am vitally interested in the company because its Astoria 
operations contribute over 18 percent of the nongovernmental industrial pay- 
roll of our city, employing an average of 528 out of a total of 2,896 persons 
employed in manufacturing in this city. In 1954 CRPA paid in local payroll 
and to local fishermen in excess of $3,200,000—a substantial sum in our city of 
12,000 people. 

I have seen at closehand the outstanding performance of CRPA in the 9 
years since the transfer of the controlling stock from the Thompson family to 
Transamerica Corp. in 1946. Since then CRPA’s local payrolls and payments to 
local fishermen have increased 45 percent. While maybe this 45 percent increase 
would not look so impressive in such an industry as automobiles which I repre- 
sent, in the fish business—especially on the Columbia River—it is truly out- 
standing. 

To understand better why this is so and to get a picture of what this proposed 
legislation means to Astoria, I would like to give you a brief picture of the fish 
business in our area in these postwar years as I see it. The Columbia River 
salmon runs, upon which Astoria’s prosperity largely depends, have steadily -de- 
clined over the years. For example, landings of the famed Chinook salmon have 
dropped from over 21 million pounds in 1941 to only 5,900,000 pounds last year. 
Production of canned salmon, of course, has suffered the same sort of drop. 
Cases canned on the Columbia last year were at an all-time low of 118,000 com- 
pared to 501,000 in 1941, In Alaska where CRPA has operated for years, a some- 
what similar decline in production has been experienced. 

Further, offshore runs of albacore tuna, which were an important-part of our 
local resources, have completely disappeared in the last 5 years, dropping from 
a high point in 1944 when local tuna accounted for a production of 790,000 cases. 

To darken still further our local picture, intense competition from the foreign 
fish-producing countries has been a major and chronic problem in postwar years. 
Canned tuna imports have weakened this market. Our local bottom-fishing 
industry has suffered competition from frozen fillets from overseas to the extent 
that local producers have found little, if any, profit in this enterprise and several 
plants have closed. 

Largely as a result of the above three factors, Astoria has lost such major 
payrolls as Paragon Packing Co., Columbia River Salmon Co., Van Camp Sea- 
food Co., and the New England Fish Co. in the last 5 years. New England’s 
closure earlier this year points out the fact that these problems still very much 
are before the fishing industry in our area. 
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The remaining 6 or 7 major fish plants—other than CRPA—have felt fortunate 
to maintain themselves, hoping for the able scientific staffs of our State and 
Federal agencies, along with such programs as the Federal lower Columbia fish 
sanctuary program, to build back the runs of our salmon. ; . 

In the case of the closure of Columbia River Salmon Co. just mentioned, it 
is significant to me that this company provides a parallel to the situation at 
CRPA before Transamerica acquired the Thompson family’s stock. Both CRPA 
and Columbia River Salmon were essentially “one-man shows.” W. L. Thompson 
had financial and management control of CRPA and Arthur A. Anderson had the 
same control of Columbia River Salmon Co. Both were veterans of long years 
in the fish business. Mr. Thompson apparently foresaw estate and inheritance 
tax problems, and when his health began to fail promoted a very able young 
man. Mr. T. F. Sandoz, to management responsibility, and then sold his entire 
stock interest to Transamerica. CRPA is alive and vigorous today. Mr. Ander- 
son’s company was not so fortunate. Shortly after his death, faced with declining 
salmon resources and woefully short of capital, the company closed its doors 
and Astoria lost a major payroll. 

If a company like Transamerica that was willing to put good money into a 
speculative enterprise had not been permitted to buy this stock, where would 
CRPA be today? And if now Transamerica was obliged to sell its CRPA stock 
who would buy it? And what would happen to the company? What persons 
are now available who are interested in purchasing and operating this company 
under existing conditions? 

In this trying period, only CRPA with the capital resources of Transamerica 
behind it has been able to weather these severe competitive factors and declines 
in our basic fishing resources. By careful paring of expenses, consolidating 
operations in Alaska, strong sales efforts, and purchasing in volume fresh frozen 
tuna from overseas, Columbia River Packers has maintained its production 
volume and actually expanded local payrolls. Moreover, through expansion of 
cold-storage facilities, this frozen tuna has permitted practically a year-round 
operation instead of about at best a 6-month operation prewar. 

Through all this period since Transamerica become interested financially in 
our largest industrial plant, local people have remained in control of manage- 
ment. All of CRPA’s officers except the board chairman are Astoria people, and 
all the company’s directors except the board chairman are residents of Astoria 
or Portland, Oreg. These officers and directors have come up through the ranks 
in the company and have many years of experience in the fish business. 

With the financial stability behind the company plus its efficient management 
team, CRPA has been able to operate successfully in difficult times and offset to 
a large extent the payroll losses our community has suffered from the closure 
of other plants. 

I speak for the entire board of directors of our Astoria Chamber of Commerce 
when I urge your rejection or modification of S. 880 so that our community 
may continue to enjoy the benefits of Transamerica’s backing of our largest 
industrial plant. 


Thank you for your consideration of our community’s interest in this matter. 
We will watch closely the results of this hearing. 


Rosert §S. Lovett. 


STATEMENT OF GRAHAM A. GRISWOLD, PoRTLAND, OrEG. 


My name is Graham A. Griswold. I am the owner of the Griswold Lumber Co. 
with its principal office in the city of Portland, Oreg., secretary-treasurer of 
L. H. L. Lumber Co., with its principal office at Carlton, Oreg., a trustee and 
member of the executive board of Lewis and Clark College, and an officer or 
director of and interested in various other corporations and associations, both 
profit and nonprofit, in the State of Oregon. I am now and have been for nearly 
50 years a customer and depositor of the First National Bank of Portland, and 
have only recently become a shareholder of that bank. 

Although my financial affairs at the present time are such as to enable me 
and the companies in which I am interested to obtain all the funds that are 
needed, this has not always been the situation. I recall very clearly the per- 
plexing problem with which I was confronted approximately 25 years azo, 
which was at about the time that Transamerica Corp. purchased a majority 
of the outstanding stock of this bank. In addition to being in need of financing 
for current operations, I was indebted to the bank in an amount that I was 
unable to pay. 
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The attitude of the bank and its officers toward me and my problem did not 
change with the transfer of control of the bank. The same officers continued in 
charge and evidenced the same interest in my problems as theretofore. My 
value as a depositor and customer was much less then than it is now, but the 
consideration afforded me was just as sincere, generous and helpful. 

My notes were extended and additional funds were advanced to me. As 
conditions improved my need for larger loans increased with the result that, 
by virtue of the assistance afforded me by this bank when it undoubtedly would 
not have been available elsewhere, I have been enabled to obtain the financial 
independence which I now enjoy. 

During my many years in business in this State I have had the opportunity 
to come in contact with many types of business and to become personally 
acquainted with many business and professional men. As a result of the knowl- 
edge and experience acquired from these sources I know and am very pleased 
to have the privilege of stating that the First National Bank of Portland, in 
its sound and progressive loan policies and in the expansion of its many serv- 
ices, has been and now is a very potent factor in the development of this State. 
The extent to which Transamerica Corp. has contributed to this I do not know, 
but I do know that the bank’s slogan of ‘“Let’s Build Oregon Together” is by no 
means an empty one. 

Carlton, Oreg., where, as stated, the L. H. L. Lumber Co. has its principal 
office and where its milling operations are conducted, is a small town quite some 
distance from Portland. For some time there was a small independently owned 
bank there. The town is too small to support two banks even if a branch of 
one of the larger banks could be established under existing laws, which I under- 
stand is not the case, with the result that our banking services were entirely 
inadequate. It was accordingly necessary for us to go to Portland for loans 
and all other services of consequence. Later the First National Bank of Portland 
acquired the assets and assumed the deposit liabilities of this bank, establishing 
a branch there. 

The bank was operating in a very old building with inadequate equipment and 
personnel. Since the change in ownership a new bank building has been con- 
structed and modern methods installed, which has inspired a new interest and 
enthusiasm in the community. The result has been greatly improved banking 
service and a new spirit among citizens of the town and surrounding area. This 
is only one small instance of the constructive effect of branch banking as estab- 
lished and conducted in the State of Oregon. This story could be multiplied 
many times. 

It has been suggested that the bank’s operations are treading toward monopoly, 
but the fact is that there is today being rendered to the people of the State of 
Oregon, both large and small, and to the farmers as well as the businessmen, a 
vastly improved banking service which has been and now is of great value 
to the people of this State. It is true that in some instances there is only one 
bank in the community, but this is not because of any monopolistic control. 
It is rather because the community is not sufficiently large to support two banks 
or branches and in most of these instances before the branch was established 
there was no banking service there at all. Insofar as I have been able to 
ascertain, the residents of these communities are delighted with the services that 
are being rendered. This is most certainly the case in Carlton, to which I have 
referred. 

As far as competition is concerned, I have had occasion to observe plenty of it. 
Since my personal financial condition, and that of the companies in which I am 
interested, has improved, we have been aggressively solicitied by competitors of 
the First National Bank of Portland, some of whom have resorted to the presumed 
prejudice against bank holding companies, and so-called California ownership, as 
a justification for a change in our deposit account. Although these arguments 
may appeal to some, most people recognize the value of capital, contributed by 
residents of other States for use in and for the State of Oregon, as a very desir- 
able asset and are pleased to take advantage of the benefits afforded by it. But 
the fact remains that competition is very keen and that the principal answer of 
the First National Bank of Portland to the arguments of its competitors is better 
service to and increased benefits for its ecnstomers. 

One additional argument of some competitors, which has not appealed to the 
people of this State but which apparently is being given serious consideration by 
Congress, is that the ownership by Transamerica Corp. of certain nonbanking 
assets constitutes unfair competition or enables that corporation to take improper 
advantage of its ownership of the stock in the bank for the benefit of other corpo- 
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rations owned or controlled by it. In all my experience I have never heard any 
such comment from a customer of the bank and certainly I have had no experi- 
ence of that type myself. 

Although, as heretofore stated, there was a time when I was badly in need of 
credit, it was extended to me by the First National Bank of Portland without 
any suggestion that, in order to obtain it, I must get my insurance from any 
particular firm or do business with any particular company, whether controlled 
by Transamerica Corp. or not. All my dealings with the First National Bank of 
Portland have been with reference to my financial and banking needs only without 
any suggestion, express or implied, that any other interest was involved. The 
reason given for this bank holding company bill, at least insofar as it applies to 
the State of Oregon, is entirely without foundation. 

It is my opinion that the proposed bill constitutes one further encroachment 
upon the legitimate business operations of the citizens of this country, further 
endangering the free-enterprise system which has made this country great, and 
that it should be very resoundingly defeated. 


STATEMENT OF WILLIAM A. HASELTINE, DtReEcToR, First NATIONAL BANK OF 
PORTLAND, OREG. 


My name is William A. Haseltine. I am president of J. EB. Haseltine & Co., 
wholesale hardware dealers, with offices and places of business in various cities 
in the States of Oregon and Washington. This company was organized by my 
grandfather over 50 years ago and ever since its organization it has been a 
customer and depositor of the First National Bank of Portland. Transamerica 
Corp. purchased a majority of the outstanding stock of this bank over 20 years 
ago and the bank consequently is a subsidiary of a bank holding company within 
the contemplation of H. R. 6227, which is now pending before this committee. 

I am a substantial shareholder of this bank and have been a member of its 
board of directors since 1944. Although my membership on the board did not 
commence until after Transamerica Corp. acquired a controlling interest in 
the stock of the bank, at the time of my election I did not know and had not even 
met any officer or other representatives of Transamerica Corp. The request 
that I serve on the board came from Mr. E. B. MacNaughton, who was then 
president of the bank and is now chairman of its board of directors, and devel- 
oped as a result of his own suggestion, as approved by the then members of the 
board. In other words, my selection was made by the local members of the board 
without any suggestion from the controlling stockholder. 

During my service on the board I have served on various directors’ commit- 
tees, including the executive committee, on which I am now a member, and have 
been a regular attendant at the meetings of both the board and the committee. 
At these meetings all matters concerning the bank’s general operations and 
policies have been considered and determined by the directors in the exercise 
of their own independent judgment. There has never been any attempt on the 
part of Transamerica Corp. or any of its officers to dominate or control the 
board or to direct the adoption of any particular policy or practice. 

The consistent policy of Transamerica Corp., insofar as this bank is concerned, 
has been to cooperate, to the extent reasonably possible, in increasing the capacity 
of this bank to serve the people of the State of Oregon and to encourage the 
development of facilities and services for the accomplishment of this purpose. 
If it were not for the additional capital furnished by Transamerica Corp., which 
is now being used in and for the benefit of the people of the State of Oregon, 
the splendid progress which has been made by this bank would have been much 
more difficult. 

In 1947 when Mr. MacNaughton expressed his desire to retire as president, 
I served as a member of the committee to select a new president. This com- 
mittee conducted an extended investigation. over a period of months in an 
endeavor to find the most qualified person for the position, as a result of which 
Mr. F. N. Belgrano, Jr., was recommended and elected. Information concerning 
Mr. Belgrano’s qualifications came to this committee from sources other than 
Transamerica Corp., which did not suggest him or anyone else, although mem- 
bers of this committee did confer with certain officers of that corporation before 
finally deciding upon him. 

While serving as president of this bank Mr. Belgrano originated the slogan 
“Let’s Build Oregon Together” which has been the watchword of this bank since 
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that time. His consistent policies while with us were to encourage in every 
possible way the fulfillment of this purpose. 

During his entire regime his emphasis was upon service to the small depositor, 
the installment loan purchaser and the small-business man, as well as to the 
large depositors and customers. In the furtherance of this program he advo- 
eated the extension of banking hours and the 6-day week, at the same time 
maintaining a 5-day week for employees, which necessitated the adoption of a 
rotation arrangement for them. Although this resulted in increased costs to 
the bank, the benefits derived from the additional volume of business transacted 
more than offset the cost involved. This enabled may small depositors to open 
and maintain bank accounts and to transact their business on a personal basis. 
Low-cost checking plans were also adopted with this purpose in mind. 

It happens that these increased banking hours constitute one of the major 
criticisms of competitors. Based upon what information I have been able to 
obtain, they do not wish to remain open and render this service and conse- 
quently object strenuously to the services rendered by this bank with which they 
do not care to compete. 

An increase in the rate of interest paid on savings accounts is another change 
suggested and encouraged during Mr. Belgrano’s regime. The result has been 
a substantial increase in savings accounts and also in the returns to our deposi- 
tors. Other banks followed later, but this was the first bank that changed the 
trend and indicated a desire to share with depositors the returns from the use 
of their money. 

This bank was one of the first to install and develop an installment collection 
loan department of consequence. Included in this department is a large volume 
of small unsecured personal loans at reasonable rates, installment loans secured 
by chattel mortgages on automobiles and other similar equipment which are 
either made direct to the borrowers or purchased from dealers, and also other 
installment notes, both secured and unsecured, purchased from doctors, dentists, 
morticians and others in order to assist them and their patients and customers 
in their finances. The total loans in this category now exceed $80 million, 
which is another evidence of the nature and extent of the services rendered by 
this bank to the citizens of this State. 

In 1953 Mr. Belgrano was offered his present position as chairman of the board 
and president of Transamerica Corp. and decided to accept. At that time 
Mr. C. B. Stephenson, a vice president and native Oregonian who has been with 
this bank for many years, was elected by the board of directors to succeed him. 
Mr. Stephenson has continued the same aggressive policies, extending adequate 
services to the small depositors as well as the large, with the result that this 
bank has continued to grow and develop. In this respect it is to be borne in 
mind that, in view of the extreme competition which exists in this State, this 
rould not be accomplished if the depositors and customers of the bank were not 
well satisfied. 

Although Mr. Belgrano is now president of the corporation which owns the 
controlling interest in the stock of this bank, he has left. the operation and 
conduct of its business and affairs to the board of directors and to the presi- 
dent and other officers elected by them. His attitude concerning the method of 
operation, the nature and extent of the services to be rendered and the purposes 
to be served by this bank have remained the same and his entire participation 
has been to encourage increased efficiency in operation and improvement in the 
services to be rendered by the bank, based upon the premise that a bank oper- 
ated in this manner not only fulfills the purpose of this semipublic institution 
operating in this State but results in increased returns to the bank and to its 
shareholders. ’ 

When Mr. Belgrano left this bank Transamerica Corp. was the owner of all 
the outstanding stock, with the exception of qualifying shares of directors, of 
15 other banks in Oregon. Recognizing the increased efficiency and economy 
of operation which would be accomplished by the establishment of branches of 
this bank in the places occupied by these wholly owned banks, he recommended 
to his board of directors the sale to this bank of the assets and deposit liabilities 
of all these banks, which are now being operated as branches. At the same 
time Transamerica Corp. subscribed to its proportionate share of the necessary 
capital increase of this bank and underwrote, without cost or commitment fee, 
all unsubscribed shares. This was done notwithstanding the fact that it resulted 
in a reduction of the proportionate interest of Transamerica Corp. in the banks 
in Oregon, which is another indication of the constructive attitude assumed by 
that corporation with reference to the banking operations in this State. 
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The progressive attitude evidenced by this bank in the rendition of this ex- 
tended service to the people of this State has caused the bank’s competitors to 
improve their service and increase greatly their solicitation of our depositors 
by various means, emphasizing at all times the fact that the majority stock of 
this bank is held by a holding company, the principal office of which is located 
in another State. Notwithstanding this type of competition, based upon the 
assumption that there is antagonism toward holding companies and to non- 
resident ownership, this bank’s deposits, loans, and customers have been steadily 
increasing. 

An interesting comparison between this bank and its principal competitor in 
this State is also worthy of note. As of the very recent call date on June 30, 
the deposits of this bank were approximately $777 million and the loans approxi- 
mately $381 million, while the deposits of our principal competitors were approxi- 
mately $740 million and the loans only $287 million, but the most important 
fact is that the number of customers served by this bank far exceeds that of 
our chief competitor, clearly evidencing the fact that the people of the State of 
Oregon have no objection to that type of ownership and that, instead of trend- 
ing toward monopoly, this bank is furnishing a much-needed service to the 
small depositors and encouraging the use of banks in many instances where it 
would not or could not otherwise be done. 

The primary purpose of this rather extended statement is to emphasize the 
fact that this bank, which is a subsidiary of a bank holding company within 
the contemplation of the above-mentioned bill, is rendering a valuable and con- 
structive service to the people of the State of Oregon; that there is no public 
demand or need for restrictive legislation of any type, and that the only real 
purpose of the bill is to handicap and restrict this bank, and other banking 
subsidiaries in other States, in the furnishing of modern banking service to 
the people of their respective States in order that other less progressive insti- 
tutions might be better able to compete with them. No abuses of any kind have 
been or can be shown. The requirement that these holding companies divest 
themselves of other valuable assets would serve no purpose other than to make 
more difficult the rendition of the services to which reference has been made. 
There is consequently absolutely no justification for the bill. 


STATEMENT OF THOMAS W. Youne, Director, Frrst NATIONAL BANK OF 
PORTLAND, OREG. 


My name is Thomas W. Young. I am president of Butterfield Bros., whole- 
sale distributors of jewelry and kindred merchandise to the jewelry trade of 
the Pacific Northwest. This company has been in existence for over 75 years and 
during all this time has been a depositor of the First National Bank of Port- 
land, which is a banking subsidiary of Transamerica Corp. 

I am now and have been for the last 13 years a director of this bank. Although 
at the time of my election Transamerica Corp. was the owner of a majority of 
the outstanding stock of the bank, I did not know any of the officers of that 
corporation and had no contact with them. This statement is made merely 
for the purpose of emphasizing the fact that my selection as a director of the 
bank was the result of the action of its then board of directors and that I was 
not nominated or suggested by Transamerica Corp. or anyone connected with 
that company. 

There is now pending before this committee what is designated as the bank 
holding company bill, which appears to me, upon a rather careful examina- 
tion of it, to be discriminatory, unsound, impractical, and unfair legislation. 
Unfortunately, I have not attended any of the hearings at which this bill or 
any other bills of a similar nature were considered, nor have I had the opportun- 
ity of reading any of the testimony of either the opponents or the proponents. 
Consequently I do not know the particular ills which the bill is supposed to 
remedy or the presumed abuses which it purports to correct. 

But TI do know that the bill is intended to require one bank holding company 
with which I am familiar to dispose of some of its most valuable assets, to 
prohibit that company from acquiring stock of any banks located in States 
where the bank holding company or its subsidiaries do not now operate, and 
to add further restrictions upon the acquirement of stock or assets of banks 
located in States where they are now operating. And the reason for this bill 
is something that is perplexing me. 
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My personal experience with bank holding companies and their subsidiaries is 
confined to Transamerica Corp., which is apparently the principal object of 
this attack, and with the First National Bank of Portland, which is its largest 
banking investment. The inference seems to be that a big octopus, called 
Transamerica Corp., has spread its tentacles over the Pacific coast and enveloped 
all the banks, and presumably other industries, which it operates with an iron 
hand for its own selfish purposes. If this inference is correct—and if it is not, 
I see no possible reason for the bill—it must be based either upon unfounded 
prejudice or complete ignorance of the facts, for it is certainly far from the 
truth. 

As far as I have been informed, there is no concerted drive against the 
various investment trusts existing in this country, but the only practical dif- 
ference between the method of operation of these trusts and that of Trans- 
america Corp. is that Transamerica acquires a larger interest in certain copora- 
tions and is consequently able to justify a larger degree of cooperation in the 
assistance and development of the companies in which it is interested. 

Apparently it is this cooperation, consisting primarily ef additional capital 
when needed, advice, counsel, and constructive suggestions for the operation 
and conduct of progressive institutions, that has occasioned the criticism. 
Presumably for this reason their opponents wish to cripple them by requiring 
them to dispose of some of their most valuable income-producing assets in order 
to make less attractive investment in their stock, and thus reduce their ability 
to assist the banking subsidiaries the competitors of which appear to be the 
most vocal and persistent in their request for this legislation. Possibly my 
reasoning is wrong, but if it is, I would like to know just what is back of this 
legislation. 

It has been suggested that these banks are being operated by Transamerica 
Corp. as branch banks across State lines. Is this intended to imply that the 
directors of the First National Bank of Portland, of which I have the privilege 
of being one, are dummy directors and that they take their orders from San 
Francisco? If so, I would suggest that those who make these accusations meet 
the directors of this bank and repeat them there. They might be surprised. 

The truth is that this bank operates strictly in conformity with the national 
banking laws and other laws, rules, and regulations applicable to it; that its 
officers are elected and its policies determined by the board of directors and not 
by Transamerica, and that the bank is operated in the same manner and subject 
to the same rules as other banks. 

It is true that on occasion this bank receives suggestions, information, and 
technical assistance and advice from experts in the Transamerica organization, 
but only for the improvement of its operations and not for the benefit of Trans- 
america or any of its affiliates, except to the extent that the increase in the 
efficiency and consequent profits of this bank inures to their benefit as share- 
holders. The directors of this bank consider all proposals from the standpoint 
of the bank itself and approve or disapprove them, based upon their judgment of 
what is best for the bank and the people which it serves. This bank is not now 
and never has been a branch, or operating in any respect as a branch, of any bank 
or corporation located outside the State of Oregon. 

If it be true—and I have not been informed of any evidence to the contrary— 
that the banks in which Transamerica is interested operate as separate, inde- 
pendent institutions, and that all transactions between Transamerica and its 
banking subsidiaries are now subject to close supervision and scrutiny and have 
been found in all respects to be regular and proper, it is my opinion that there 
is no possible basis upon which a law restricting its right to purchase stock of 
other banks, wherever they might be located, can be justified. 

And the same situation exists insofar as other investments of Transamerica 
and other bank holding companies are concerned. There is no more reason why 
these corporations should be prevented from investing in stocks of other corpora- 
tions than for any other holders of bank shares, most of which have been elimi- 
nated from the provisions of this proposed legislation by very unexplainable 
exemptions. In my opinion there is no occasion for such restrictions as to any 
of them, but if it is necessary for these companies it is just as necessary for all 
other holders of stocks of banks. Such discriminatory legislation has no place 
in the laws of this country. 
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STATEMENT OF RALPH E. WILLIAMS, JR., DIRECTOR, FrRST NATIONAL BANK OF 
PORTLAND, OREG. 


My name is Ralph E. Williams, Jr. I am president of Williams & Hart, ho; 
producers and brokers, president of Dallas City Bank, one of the founders and 
a director of Insurance Company of Oregon, one of the founders and a director 
of Aero Credit Corp., a director of Commonwealth, Inc., a director of several large 
construction companies doing business in the Pacific Northwest and in Canada, 
and also a director of the First National Bank of Portland. I have been active 
for some time in Republican political life, and at the present time I am chair- 
man of the Oregon Republican Finance Committee and a member of the Nationa! 
Republican Finance Committee. 

The Insurance Company of Oregon is in direct competition with one or mors 
of the insurance companies owned by Transamerica Corp. The Aero Credit 
Corp. is a finance company devoted primarily to airplane financing, and Common- 
wealth, Inc., is the largest mortgage banking institution in the Pacific North- 
west. Transamerica Corp., which is a bank holding company within the con- 
templation of the bank holding company bill pending before this committee, is 
not directly or indirectly interested in any of the companies hereinabove men- 
tioned, other than the First National Bank of Portland, and my interest in or 
association with these companies is entirely independent of that corporation 
and its interests. 

According to the declaration of policy contained in section 2 of the bank hold- 
ing bill, this bill is intended to control the creation and expansion of bank hold- 
ing companies, to separate their business of managing and controlling banks 
from unrelated companies, and generally to maintain competition among banks 
to minimize the danger inherent in the concentration of economic power through 
centralized control of banks. My interest in this proposed legislation is twofold: 

1. As a director of the First National Bank of Portland, which is a banking 
subsidiary of Transamerica Corp., I am personally familiar with the manner in 
which that bank operates and know that the facts, at least insofar as they apply 
to this bank, which is the principal banking investment of Transamerica Corp., 
do not justify legislation of this type. I know of my own personal knowledge 
that Transamerica Corp. does not manage and control the First National Bank 
of Portland. It is true that Transamerica Corp. could legally, if so desired, select 
at least two-thirds of the directors to be elected, but it has not attempted to do 
so, nor has it attempted to manage the bank or to control the directors that are 
elected. 

The competition in this State has been and is keen, and the ownership by 
Transamerica Corp. of a substantial amount of the stock of this bank has not 
minimized it; neither has such ownership increased to any extent the “concen- 
tration of economic power” to which reference is made in this declaration of 
policy. Under these circumstances, I am convinced that, at least as far as the 
State of Oregon is concerned, there is absolutely no need for legislation of this 
type to accomplish the purposes stated in the declaration of policy. There are 
ample laws now on the books to accomplish all of these purposes, if and when it 
becomes necessary to do so, and the government officials now vested with super- 
visory authority over both the banks and bank holding companies have been given 
adequate power and are fully competent to see that the laws are not violated, 
avoided or evaded. 

The fact that no violations have been cited and no abuses shown is rather clear 
evidence of the fact that the need for legislation of this type does not exist. If 
this be so, when the bill is analyzed, the exemptions and other provisions are 
noted and the effect of the proposed legislation is considered, we are led to the 
inevitable conclusion that this must be special legislation, discriminatory in 
nature, directed at Transamerica Corp., and possibly a few other corporations, 
for some purpose other than that disclosed by the record. 

2. My other interest, which springs from my own cunclusions regarding the 
purpose and effect of this bill, is that it indicates a trend—not toward the main- 
taining of competition among banks—but rather toward the retarding of legiti- 
mate competition in the interests of those who, instead of attempting to meet it 
by increased efficiency and expanded service, desire to avoid it through govern- 
mental intervention and an encroachment upon the fundamental rights of the 
citizens of this great country. 

If legislation of this type, enacted under the guise of maintaining competition 
or minimizing the concentration of economic power, can be justified, it is shock- 
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ing to carry such a trend to its ultimate conclusion. The same type of legislation 
could be extended to many other businesses, industries, and ownerships. 

It is assumed that the law is intended to extend much further than existing 
antitrust legislation or there would be no need for it. If so, I cannot help but 
ask why, and wonder what will be next and who will be the object of attack by 
some other group seeking special legislation for its benefit. And if legislation 
such as this can be justified, how far will it be extended next time and what 
groups will be exempted from its provisions? 

Insofar as this particular bill is concerned, my interest is substantially eon- 
fined to the State of Oregon, but when the possible effect of such legislation, as 
an indication of the trend, is considered, my interests broaden and my concern 
for the free-enterprise system becomes paramount. 

Laws to prevent unfair competition are appropriate, but they are on the books. 
Laws to control monopolies are desirable, but, as stated, they now exist. Super- 
vision of banks and other financial institutions is quite in order, but that author- 
ity is already vested in competent officials and departments and has been and is 
very well exercised and administered. If this be so, unless there is some other 
purpose in mind to suspend both the scope of these existing laws, rules, and 
regulations, and the power and authority of the administrative bodies which 
have been vested with supervisory control, it can only be assumed that this bill 
enters into another realm that is indefinite, uncertain and very suspicious. 

If in the fast-growing and ever-changing economic system of this country 
abuses were developing which needed correction, and some public interest had 
been evidenced or some wrongs not now prohibited by existing legislation, had 
been inflicted upon others, it is certainly not my purpose to suggest that there 
should be no further legislation regarding it. But, before any such steps are 
taken for the purpose of imposing further controls upon business, the abuses 
should be manifest, the public need and demand should be clear and it should 
be definitely ascertained that there is at present no law, rule or regulation which 
will enable the proper authorities to remedy the situation. 

In this instance it is the complete lack of any of these things that gives rise 
to the questions and occasions the concern to which I have referred. Based 
upon all the articles that I have read, the efforts of a certain group to obtain 
legislation of this type and other information that I have obtained from different 
sources, I can only conclude that this bill is primarily directed at Transamerica 
Corp. and that its purpose is to damage and, if possible, destroy the corporation. 
If that is not special legislation, I do not know what special legislation is. 

If my understanding is correct, the group that has sponsored this bill as well 
as many others of a similar kind call themselves independent bankers. This is 
not an administrative bill. On the contrary, some administrative authorities 
have testified that there is no need for legislation of this type while others have 
presented a very different kind of bill. But that does not satisfy the independent 
bankers. They wish something more stringent and specific, something that ac- 
complishes the purpose of destroying one corporation, or possibly a few corpora- 
tions, without affecting or concerning anyone else, and especially their own 
friends and associates. 

My understanding is that it is contended by these people that Transamerica 
Corp., by virtue of its ownership of stock in certain insurance companies and 
other corporations, might attempt to direct the business of these corporations 
and of their customers to banks in which it is interested, or might try to require 
the borrowers or customers of the banks to patronize the companies. Of course, 
no actual evidence of any such procedure has been produced—and, at least as 
far as the State of Oregon is concerned, it does not exist—but that does not seem 
to bother them. It is the possibility of such practices that presumably concerns 
them. 

But what about these independent banks themselves? Have they furnished 
lists of their shareholders, and of their occupations, connections, and business 
interests? Under existing law bank holding companies are supervised, examined, 
and restricted by various governmental authorities and all the transactions, if 
any, between the banks and the holding companies are carefully scrutinized. 

gain, what about these “independent” banks? Are they subject to the same 
regulation, examination, and supervision ? 

Under present law banks are limited to 10 percent of their capital in making 
loans to their holding companies, and to 20 percent in making loans to all 
affiliates, whether holding company affiliates or otherwise. It is my under- 
standing that Transamerica Corp. maintains an invariable policy of not borrow- 
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ing or obtaining credit, either for itself or any of its affiliates, from any bank 
in which it is interested. Most emphatically this is the situation insofar as the 
First National Bank of Portland is concerned. But what about these indepen- 
dents? What restrictions or laws with reference to their shareholders or com- 
panies in which their shareholders are interested exist? 

Have the Senators checked the record to see whether abuses have actually 
occurred? I suggest that they check the records of receivership and insolvency 
proceedings, and the investigations which have followed the closing of banks. 
Who owned them? What transactions occurred and losses resulted from loans 
to or business dealings with the bank’s shareholders, relatives, or companies 
with which the shareholders were connected? How many of them were owned 
by holding companies and, specifically, how many by Transamerica Corp. or 
other holding companies of the type against which this bill is directed? 

Is this bill intended to correct the abuses which existed and the losses which 
were suffered in those instances? If so, why are such banks exempted from its 
provisions? Does it strengthen the banking structure to require that the share- 
holders of banks shall have no other interests? If so, why doesn’t the rule 
equally apply to individuals or trusts or the numerous other groups which have 
been exempted from the provisions of this bill? If not, why single out a par- 
ticular group, where the least occasion or opportunity for abuse exists under 
present laws, and impose such a death sentence upon them? 

On the other hand, have the Senators endeavored to determine what hap- 
pened during the depression and in the years since that time? How many cities 
and towns were faced with stagnation by reason of the closing of their inde- 
pendent banks, and were saved and reestablished by and with capital and varied 
types of other assistance furnished by some of these holding company banks? 
Has the record been checked to obtain the facts? 

And what about the numerous towns, communities, and districts which have 
been furnished adequate banking service through branches of these holding com- 
pany banks where there was no such service and where it could not have been 
justified or maintained other than in a branch system? Have the Senators made 
any effort to determine the attitude of the people in the States in which these 
holding company banks operate? Have they made a record of the number of 
petitions and applications, signed by the leading citizens of various communities, 
urging these branch banks to establish branches there? And have they endeav- 
ored to ascertain the attitude of the people in the communities where this service 
has been supplied? 

I am personally the owner of a majority of the outstanding stock of a small 
unit bank, with deposits slightly in excess of $5 million, located in the State 
of Oregon, which was left to me by my father. This is the Dallas City Bank, of 
which I am president, to which reference is made in the opening paragraph of 
this statement. I am consequently familiar with the problems of the unit bank, 
which are very little different in principle from the problems of the owners of 
small grocery stores which are in competition with modern food distributors. 
It happens that we have no banking competition in our town and, as far as I 
know, none is threatened, which enables us to continue our operation in these 
times at a reasonable profit. 

tut I realize that the trend in banking is changing and that we shall soon 
be faced with the necessity of increasing our capital and expanding our service 
or of merging with a larger institution that is better equipped to render a com- 
plete banking service to the residents of our town and the surrounding com- 
munity. I would feel the same way about it if I were engaged in any of 
the many other types of business which have been or are being changed or super- 
seded by more modern methods. Under no circumstances do I believe that it is 
to the best interests of this country to seek or enact legislation to curtail develop- 
ment or hamper or prohibit such improvements in order to protect the interests 
of the less progressive. This, as I view it, is the actual purpose of the so-called 
bank holding company bill, and it should accordingly be defeated. 


STATEMENT OF A. E. GUNDERSON, PORTLAND, OREG. 


My name is A. E. Gunderson. I am vice president of Gunderson Bros. En- 
gineering Corp., vice president of Eugene Hotel Co., vice president of Wheel & 
Rim Service Corp., and vice chairman of the Commission of Public Docks of the 
City of Portland. The business of Gunderson Bros. Engineering Corp. is steel 
fabrication. Eugene Hotel Co. owns and operates the principal hotel in the city 
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of Eugene. Wheel & Rim Service Corp. owns and operates substantial properties 
in Portland, Eugene, and in Areadia, Calif. 

In 1942, at the commencement of World War II, our engineering corporation 
was a depositor of one of the principal competitors of the first National Bank of 
Portland. At that time we had an opportunity to obtain some contracts for the 
construction of some small naval vessels and thus contribute our part to the war 
effort. We were then a comparatively small company and needed financing. We 
were also indebted to that bank on loans previously obtained. 

We explained the situation to our banker and requested financing but were 
informed that the only manner in which this could be arranged was by taking in 
as partners certain persons who were very close business associates of the presi- 
dent of the bank. This resulted in an impossible situation insofar as we were 
concerned and, having heard that the First National Bank of Portland assumed 
a different attitude with reference to such matters, we arranged a conference 
with Mr. E. B. MacNaughton, who was then president of that bank. 

After some discussion, Mr. MacNaughton made the comment that there was 
a war going on, that he was confident that we were honest and could perform 
the contracts and that his bank consequehtly stood ready to cooperate to the 
fullest extent reasonably possible in order to enable us to do so. At that time 
arrangements were made for a loan to our company in an amount sufficient to 
enable us to pay our existing indebtedness to the other bank and to finance our 
preliminary operations. 

Based upon the assurances received from Mr. MacNaughton, we obtained the 
contracts and proceeded with construction. During the war period our corpora- 
tion made and delivered large quantities of landing craft, lifeboats, and other 
similar items for the United States Navy. If it had not been for the construc- 
tive attitude of the Frst National Bank of Portland with reference to loans of 
the character for which we applied, this could not have been done. 

During the war our experience with this bank proved highly satisfactory. 
The loans of this corporation alone reached a figure as high as $1,300,000 at one 
time, in addition to which the bank financed and handled millions of dollars of 
Government contracts for us. 

The work being performed by us necessitated the use of many thousands of 
dollars worth of castings and forgings which we knew were available from sub- 
sidiaries of Transamerica Corp., but neither the bank nor any one on behalf of 
Transamerica Corp. at any time suggested that it would be well for us to pur- 
chase any of these items from those companies, and at no time was our banking 
relationship affected by reason of the fact that we did not do so. The same situ- 
ation exists with reference to insurance and other things that could have been 
obtained from one or more of these subsidaries. There has never been the 
slightest inference that it would be to our advantage, in obtaining credit or other 
accommodations from the bank, to give any of our other business to any of these 
subsidaries. 

As our financial condition improved our investments and interests have 
broadened. Our corporation has a large distributing plant in Eugene and, in 
addition, our other corporations own and operate substantial properties there. 
Because of this fact we were recently solicited by certain citizens of Eugene to 
invest in a local bank which was in the process of organization under State law. 
At that time there were several branches of statewide institutions doing business 
there, but no locally owned unit bank. 

Upon inquiry I was told that there was absolutely no objection to the nature 
or extent of the services being rendered by the branches, but that it was felt 
by these citizens that there was an opportunity for a paying investment in the 
form of a locally owned bank. Pursuant to their request my brother and I pur- 
chased a substantial interest in the stock of the bank, which we now own. The 
bank recently commenced business and is doing very well. On the same basis, our 
deposits continue with the First National Bank of Portland and our relationship 
with that bank remains very satisfactory. This investment has not in any man- 
ner affected their attitude. 

I might say that I am also a substantial shareholder of the First National 
Bank itself. All my stock in this bank was purchased with full knowledge that 
the controlling interest was owned by Transamerica Corp., but my experience 
with the shares has proved very satisfactory, to say the least. In other words, 
I am convinced that the ownership by Transamerica Corp. of the controlling 
interest in this bank not only is not detrimental to the interests of the minority 
shareholders but is actually beneficial to them because the efforts of Trans- 
america, to the extent that they are exerted, are toward improving the bank and 
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expanding its services to the people of this State, with consequent benefit to all 
the shareholders of the bank. 

During the last 10 years or so I have had occasion to talk with many business- 
men of this community and State who have done business with the First Na- 
tional Bank and have heard many complimentary things about the manner in 
which their business is conducted and the constructive attitude which is assumed 
by them in connection with all business enterprises. I have also been interested 
in comments concerning the improvement in the attitude and services of compet- 
ing banks, which has resulted primarily from the fact that such improvement has 
been necessary in order to compete with the First National Bank. 

It has been suggested that the acquirement by Transamerica Corp. of the 
controlling interest in the First National Bank of Portland has minimized com- 
petition, but it is my personal experience that the contrary is actually the case. 
Prior to the change in attitude which occurred after Transamerica acquired 
control (whether or not it was the result of that I do not know), there appeared 
to be a sort of unanimity of opinion concerning the manner in which banks should 
be conducted. It was generally understood among many businessmen with whom 
{ was associated that a refusal of a loan or other similar banking service by one 
bank was equivalent to a refusal by all. There was no indication that there was 
any understanding to that effect, but it was certainly stated that the attitude 
of the bankers in this city and State at that time was so similar that the result 
was the same. This situation no longer exists. 

Because the First National Bank of Portland has led the way in progressive 
banking it has been necessary for others to come along, with the result that the 
services of several banks, including our former bank to which I have referred, 
has greatly improved with consequent benefit to the people of this State. Compe- 
tition in all forms has greatly increased and is now very keen. We have been the 
recipients of numerous solicitations by competitors of the First National Bank, 
including our former bank which is now quite willing to accept our account. 
Some of the offers and promises which we have received have been quite attrac- 
tive, but our loyalty remains with the First National Bank of Portland because 
we cannot forget our experience, and also because we know that, if it were not 
for the First National Bank of Portland, these atractive offers would not be 
forthcoming. 

I have made this statement for the purpose of recording my own personal ex- 
perience, and the experience of our companies and many of those with whom I 
have been associated, with the First National Bank of Portland. I have read the 
bank holding company bill which is before this committee for consideration and 
am convinced that legislation of this type is not only unnecessary, but would be 
very damaging to the future of this country. There is, in my opinion, absolutely 
no necessity further to control the creation or expansion of bank holding com- 
panies; neither is there any occasion to require these companies to divest them- 
selves of other assets and, for the reasons which I have stated, instead of main- 
taining competition among banks, legislation of this type would have the opposite 
effect. 

There has been and is no public feeling or resentment against this type of 
legitimate business, and it is accordingly my firm conviction that the bill should 
not be adopted. 


STATEMENT OF WADE NEWBRGIN, DrIRecTOoR, First NATIONAL BANK OF 
PORTLAND, OREG. 


My name is Wade Newbegin. I am president of R. M. Wade & Co., president 
of Western Regional Sales Corp., president of R. M. Wade & Co. tractor sales 
division, a director of Portland General Electric Co., and also a director of 
the First National Bank of Portland. 

R. M. Wade & Co. is engaged in the manufacture and distribution of farm and 
industrial machinery. As a manufacturer this company distributes throughout 
the United States and in foreign countries, and as a distributor it sells through- 
out the States of Oregon, Washington, western Idaho, and in the Territory of 
Alaska. The principal business of the company consists of the distribution of 
farm equipment to the farmers of the Pacific Northwest. This is accomplished 
through dealers located in various communities in this area. 

R. M. Wade tractor sales division is engaged in financing the distribution of 
the farm equipment for the benefit of the dealers. The principal competition 
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encountered by this company is from the large full-line farm-equipment manu- 
faeturers. These companies have established a pattern of credit sales to dealers 
hased on terms that require no downpayment and grant a year in which to pay, 
if the equipment is sold, and a carryover for the second year if it is not. When 
I became president of this company in 1929 companies such as ours, which were 
selling for the small independent manufacturers, were confronted with a severe 
handicap because of their inability to make volume sales in competition with 
the terms offered by the full-line companies. 

It was about this time that Transamerica Corp. acquired a majority of the 
uutstanding stock of the First National Bank of Portland. Shortly thereafter 
he bank offered to farm-equipment dealers throughout the State of Oregon 
a dealer flooring plan at a very low rate of interest. The bank also offered to 
purchase the retail paper of these dealers covering sales to farmers. The vari- 
us types of financial services rendered by that bank have proved very beneficial 
o our companies, to many other companies such as ours, and to the dealers in 
the small communities as well as to the farmers themselves. 

Another advantage that has occurred since the change in the majority owner- 
ship of this bank has been the improvement in the foreign exchange department. 
The better connections which this bank now enjoys has enabled us to compete 
in foreign markets for both imports and exports. 

It may also be of interest to note that in talking with other people in the 
Midwest and in other sections of the country who are engaged in businesses 
similar to ours I have been informed that neither this dealer flooring service 
nor the retail credit plan, both of which are enjoyed by us here, is available to 
them. AS a consequence, they have been confronted with a terrific handicap 
in competing with the large companies which have ample funds available to 
them through the commercial money markets. 

My personal experience as a depositor and customer of the First National 
bank of Portland during this extended period, and more recently as a director 
of the bank, has convinced me that the acquirement by Transamerica Corp. of 
a substantial stock interest in this bank has been very beneficial to the bank and 
to the people of the State of Oregon which it serves. I have neither seen nor 
been informed of any abuses of any kind. There has never been the slightest 
indication by any persons with whom I have come in contact that, in order to 
do any kind of business with the First National Bank of Portland, it is neces- 
sary or even desirable to patronize any other company in which Transamerica 
Corp. may have an interest, nor has there been any intimation that the owner- 
ship by Transamerica of the stock in these other companies has been in any 
manner detrimental to the bank or its depositors or customers. 

Since I have been on the board of directors I have watched with keen interest 
to determine whether or not any undue influence is exercised, but have observed 
none of any kind. Our meetings of the board are conducted in the same manner 
as those of any other board of which I am a member. The directors think and 
act for themselves, but at the same time are always ready and willing to con- 
sider on its merits any suggestion that may be offered, whether by represen- 
tatives of Transamerica or otherwise. 

In view of my own personal experience with the First National Bank of 
Portland, its officers and directors, and with the manner in which Transamerica 
is operated, and also in view of the information I have obtained from other 
sources, I am convinced that the real purpose of the bank holding company bill 
which is before this committee for consideration is to limit, restrict, and handi- 
cap Transamerica and other similar bank holding companies in their operations 
in order to lessen the nature and extent of the competition which is encountered. 

It is true that the First National Bank of Portland has made remarkable 
progress in the last 20 years or so, but it has not been because there was and 
is no competition or because Transamerica Corp. has any monopoly or special 
advantage. This bank has faced and is still facing severe competition, much of 
which has developed as a result of the progressive attitude and the expanded 
services evidenced and offered by that bank. The solicitation by competitors for 
business is keen. I have personally been the recipient of these solicitations on 
various occasions. Competition of this kind is healthy and neither I nor the 
bank officials have any objection to it, but when competitors, whether in this 
State or elsewhere, seek to cripple their competitors through legislative means 
and resort to imaginary hazards and representations in order to do so, it is 
my opinion that it is time to examine the situation very carefully before taking 
any drastic action. 
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It is interesting to note in this respect that the request for this legislation 
does not come from the depositors of the banks, or from the citizens of the com- 
munities in which they operate, or from the supervisory authorities who are 
thoroughly conversant with their operations and with their relations with their 
parent companies. Rather, it comes from the bank’s competitors. The so-called 
independent bankers. Why? 

Various excuses for this and similar proposed legislation are given, and differ- 
ent theoretical abuses, all without foundation in fact, are suggested, but, when 
analyzed, we must arrive at the inevitable conclusion that they are all subter 
fuges for the accomplishment of their real purpose, which is to eliminate the 
competition. 

My only connection with a holding company bank has been with the First Na- 
tional Bank of Portland, and my only contact with a bank holding company has 
been with Transamerica Corp. to the very limited extent that such contact has 
resulted from my service on the board of directors of the bank. Consequently 
I cannot say much about bank holding companies as such, but I do know the 
manner in which this particular holding company bank is operated and the nature 
and extent of the services which it renders to the people of this State, and I am 
very glad to state unequivocally that it is good. 

The added capital, constructive suggestions, counsel and advice received by this 
holding company bank from Transamerica Corp. have enabled this bank to render 
a service that was not theretofore available. The competition furnished by this 
bank is keen, and it has resulted in a substantial increase in the banking services 
rendered by other banks. The depositors and customers of this bank like the 
service they are receiving, and the State of Oregon is benefited by it. 

It may reasonably be assumed that if the leader slackens its pace or is restricted 
or prohibited from expanding, the competition will do likewise, which will gradu- 
ally result in a return to some of the old practices. Is that to be preferred? On 
what basis? 

The proponents of this bill talk about the supposed abuses which may occur 
as a result of the ownership by these bank holding companies of substantial 
interests in other companies, but they do not cite any actual abuses and make 
no reference to the strict supervision under which these companies are now oper- 
ating. On the contrary, they ask that the bank holding companies be required to 
divest themselves on these assets, but at the same time ask that their group, and 
those who are not in direct competition with them or who are not furnishing the 
type of competition that concerns them, be exempted from such requirement. If 
legislation of this type is necessary for bank holding companies, who are already 
subject to severe supervision, examination and restrictions, why is it not also 
necessary for all other bank shareholders who are not in any manner supervised 
or controlled? 

And then they ask that these bank holding companies be prohibited from pur- 
chasing stock in banks located in States other than those in which they are now 
operating. Why? Because the banks in those States do not care to furnish to 
the people of those States the type of financial help and assistance which is now 
enjoyed by the residents of this State? 

This bank, through its branch banking system, has employed nine agricultural 
representatives who spend their time in the field advising and assisting the farm- 
ers, cattlemen, and others in improving their method of operation and increasing 
their efficiency in order to enable them to produce more for less. It is true that 
this type of service may be looked upon with disfavor by competitors who do not 
care to furnish it, but is it bad? 

By virtue of the close contacts the bank has made with its customers through 
these agricultural representatives and others, the bank has been able to furnish 
needed finances where it could not otherwise have been done with proper safety. 
And the interest rates have been reasonable, but properly compensatory. Is there 
any objection to that? If the method of operation of branch banks in this State, 
or the ownership of a majority of the stock by Transamerica Corp., is objection- 
able or damaging to the people of the State, why is there not objection from some 
source other than competition ? 

If the purpose of this bill is to restrict competition and benefit the fellow that 
is unwilling or unable to meet it, why not so declare it and make the facts known 
to the public? Why the subterfuge? 

It is my firm conviction that legislation of this type strikes at the very vitals 
of our economic system. It is not the principle upon which our country was built 
and it is not one upon which it can be maintained. If there are actual abuses, they 
should most certainly be prohibited if there is no law at the present time which 
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covers the matter, but if the only purpose or effect of the proposed legislation is to 
curtail or restrict legitimate business enterprises at the expense of some for the 
benefit of others, this should not be done. 


JUNE 28, 1955. 

Hon. J. ALLEN FREAR, Jr., 

Chairman, Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C.: 


As president and principal stockholders of the Central Bank of Tacoma, a 
State bank and which is not affiliated in any manner whatsoever with Trans- 
america or any of its subsidiaries, I am unalterably opposed to the bank holding 
company bill and the far-reaching effects that the passage of it would have on 
banks in the Northwest. The economy of our community has been stimulated 
by the competitive spirit which is being exemplified through all of Transamerica’s 
subsidiaries. The proposed legislation in my opinion discriminates against 
Transamerica and definitely encroaches on the regulatory authority of State 
agencies. 

P. W. BourGatze, 
President, Central Bank, Tacoma, Wash. 


STATEMENT OF L. EvereET LANDON, TAcomMA, WASH. 


My name is L. Bveret Landon. I am president of Nalley’s, Inc., a food manu- 
facturing concern with its principal place of business in Tacoma, Wash., and 
having distribution throughout the Pacitic Coast States. This company has three 
principal subsidiary companies, one of which is L & N Products, Inc., of which 
I am also president. It serves as a manufacturing source for the parent com- 
pany. I personally have a 50 percent ownership in this corporation. Other sub- 
sidiaries are Columbia Packing Corp., of Portland, Oreg., and a subsidiary in 
Vancouver, British Columbia. 

L & N Products subsidiary was started as an independent company in 1930 
to manufacture pickle products. I was one of the three incorporators, each own- 
ing an equal interest. We sought a loan from a local bank in Tacoma in 1930 
to finance our first year’s pack—$15,000 was the amount of financing required. 
The loan was denied and the application was taken to the National Bank of 
Tacoma (now National Bank of Washington) where it was granted and where 
each year since loans have been granted to finance this company’s operations, 
with a high credit of $750,000 being utilized during the last fiscal year. 

In time a majority of the outstanding stock of the National Bank ef Wash- 
ington was acquired by Transamerica Corp. We continue to do business with 
some of the same officers and with some new ones who were brought in from time 
to time in the development of the bank. The same consideration was given 
to us in the extension of credit as had previously been given under other owner- 
ship. We have, in my opinion, been extended credit for the operation of the 
business without which it could not have operated or developed to its present 
size, 

There has at no time been any effort made to have any of our insurance or 
other financial business tendered to any affiliates of Transamerica. In fact, 
on the contrary, credit over and above the loan limit of the National Bank of 
Washington has been carried by other banks which are in no way affiliated with 
Transamerica Corp. 

In 1953 the account and credit of our parent company were transferred to 
the National Bank of Washington where we have enjoyed similar credit ex- 
tension. Negotiations are currently underway for the extension of credit to 
finance the pack of Columbia Packing Co. in Portland, this being our first year 
of ownership of this company. These negotiations are with the First National 
Bank of Portland, which was our own personal choice and in no way influenced 
by our relationship with the National Bank of Washington. 

I have in the past several years been active in Tacoma civic life, having been 
president of the Industrial Conference Board, Tacoma Rotary Club, and Tacoma 
Chamber of Commerce. In these capacities I have come in contact with a large 
segment of the business and industrial life of the city where I have found a 
similar high regard for the conduct of the National Bank of Washington in our 
community. 
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In no instance have I heard any comment to the effect that because of its 
majority ownership by Transamerica Corp, has any pressure been applied to 
favor other holdings of that corporation. In our instance we have recently 
seen fit to terminate a pension annuity fund that has been ¢éarried by Occidental 
Life Insurance Co. and have taken a similar type of policy with another entirely 
unrelated insurance carrier. There has been no effort made to influence the 
retention of this business by Occidental because of our banking relationship 
with the National Bank of Washington. Rather, the choice has been strictly 
our own, based upon certain conditions which we felt were more favorable with 
the new underwriter. 

I have been advised of the pending bank holding company bill which would 
require the divestment by Transamerica Corp. and other similar corporations 
of so-called nonbanking assets, presumably on the theory that the ownership by 
these corporations of such assets is detrimental to the interests of the banks 
the stock of which is owned by them. My personal experience indicates that no 
such detrimental influence exists. Furthermore, it would appear to be a further 
regulation of the normal conduct of business over a condition which has not 
occurred. 

It would seem sufficient to control events as they occur rather than to enact 
legislation having the effect of destroying legitimate industry merely because of a 
theoretical possibility of such occurrence, especially since the same theory ap- 
plies to many situations which the bill does not attempt to cover, some of which 
have been expressly exempted from its provisions. Under these circumstances, I 
feel that the legislation is unsound and urge that you do not pass it. 


Senator Frear. All statements that have been received and any that 
may arrive in time will be inserted in the record. 

The subcommittee will stand in recess until 10 a. m., Tuesday morn- 
ing, when we will meet in executive session. 

(Whereupon, at 4: 45 p. m., the subcommittee recessed, to reconvene 
at 10a. m., Tuesday, July 19, 1955.) 

(The following were received for the record :) 

SMITH-DvurFr Co., 


Pittsburgh 19, Pa., July 13, 1955. 
To the HoNORABLE MEMBERS OF THE SENATE BANKING AND CURRENCY COMMITTEE : 


The undersigned, John D. Duff, desires to submit this statement expressing 
opposition to the bank holding company bills H. R. 6227 and 8. 880. 

I reside at 5819 Howe Street, city of Pittsburgh, Pa., and am presently vice 
president and chairman of the board of Smith-Duff Co., a wholesale food broker- 
age concern having its principal office in the city of Pittsburgh. Smith-Duff Co. 
was organized in 1944, and took over the food brokerage phases of the business 
of P. Duff & Sons, Inc., which also was a manufacturer of baking mixes. The 
undersigned was for many years Vice president of P. Duff & Sons, Ine. 

My associates and myself are deeply concerned with the potential detrimental 
effects that the aforementioned bills might have on our current business rela- 
tionships with Columbia River Packers Association, Inc., a subsidiary of Trans- 
america Corp. For the past 11 years Smith-Duff Co., and for approximately 60 
years prior thereto P. Duff & Sons, Inc., have sold products of Columbia River 
Packers Association, Inc., in western Pennsylvania, eastern Ohio, and parts of 
West Virginia. This account represents ordinarily at least one-third of our total 
business. The aforementioned bills if adopted would undoubtedly mean a change 
of ownership and management in Columbia River Packers Association, Inc. 
Such a change may very well lead to loss of representation of that account in 
this area, which could in part at least, wipe out many years of effort and expense 
on our part. A change of ownership and management might also mean a drastic 
revision of business policies of that packing concern, whereby to continue with 
this account we would be compelled to carry inventories and finance accounts 
receivable which items have previously been carried by the packer. We of course 
could not assume such a prohibitive financial burden. 

Through our many years of representation of Columbia River Packers Asso- 
ciation, Inc., we have been able to closely observe its production, management, 
and merchandising methods. Since 1946, by reason of its association with Trans- 
america Corp., this packer has been able to steadily expand its production, de- 
velop new sources of production, and stabilize production, all of which has en- 
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abled us to expand our sales and offer our customers a quality product, reason- 
ably priced and in quantities sufficient to meet the demand. 

Availability of financial resources and efficient and aggressive management 
have enabled Columbia River Packers to prosper. These healthy conditions have 
in turn enabled our business to prosper. Certainly these are factors which are 
to be encouraged. The proposed bills would preclude efficient and effective opera- 
tion of these holding company subsidiaries. 

We thank you for the courtesy extended to us to present our views of these bills. 

Very truly yours, 
SMiItTH-Durr Co., 
JoHN D. Durr, Vice President. 


TacoMA, WASH., June 29, 1955. 
Hon. J. ALLEN FREER, Jr., 
Chairman of Subcommittee, Banking and Currency Committee, 
United States Senate, Washington, D. C.: 

One of Transamerica’s banking subsidiaries, the National Bank of Washington, 
Tacoma, Wash., has been a material factor in the successful operation of the 
J. M. Martinac Shipbuilding Corp. since 1939 by making credit available to my 
company. We have during the past 15 years not only been able to successfully 
compete with other larger shipbuilding companies in the construction of com- 
mercial fishing boats but have built for the Navy to the extent of approximately 
$9 million and are presently engaged in contracts to the extent of $20 million. 
Our community and the Northwest generally have benefited materially since 
Transamerica Corp. purchased the controlling interest in our local bank and it 
is my opinion as well as many others that the passage of the bank holding 
company bill would materially affect the growth of the National Bank of Wash- 
ington and therefore react adversely to our economy. It appears to me that the 
real opposition to Transamerica and its banking subsidiaries comes from those 
who are fearful of its competition. 

I should like to come to Washington to testify before your committee and as 
soon as possible would appreciate your advising me where and on what date I 
can appear before your committee. 

J. S. MARTINA, 
President, J. M. Martinac Shipbuilding Corp. 


STATEMENT OF CARL L. PHILLIPS, PRESIDENT, NATIONAL BANK OF WASHINGTON 

My name is Carl L. Phillips. I am president of the National Bank of Wash- 
ington, having been elected to that office on August 1, 1952. My election was by 
the board of directors of the bank itself and it was not until after my election 
and the acceptance of the appointment that I met the president of Transamerica 
Corp. 

Although approximately 62 percent of the stock of this bank is now owned by 
Transamerica Corp. and its affiliates, the total shareholders of the bank exceed 
370, most of whom are residents of Tacoma and the surrounding area. It may 
be of interest in this respect to note that this constitutes more individual share- 
holders than all the shareholders of all the other banks in Pierce County (of 
which Tacoma is the county seat) combined. When the number of shareholders 
of Transamerica Corp. itself is taken into consideration, the diversity of interest 
in the ownership of this bank becomes apparent. 

Insofar as Transamerica is concerned, this diversity continues in the owner- 
ship by that corporation of many other types of assets. This diversification, 
in my opinion, is essential to a well-rounded investment program. But it is this 
diversification against which H. R. 6227 and 8. 880, both of which are before 
the Subcommittee on Banking of the Senate, are directed, and the mystery lies 
in the reasons for them, and especially in the alleged ills which the bills are 
intended to correct. 

Speaking from my own experience, I can truthfully and emphatically state 
that there has been absolutely no evidence of abuse in the operation and conduct 
of this bank. Transamerica Corp. has not attempted to interfere in this bank’s 
operations or to secure for its benefit, or for the benefit of any of its affiliates, 
any advantage of any kind. 
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Among our competitors is a neighboring bank which is owned by a compara- 
tively small group of shareholders. As a matter of fact, the president has 
stated that when the board of directors meets practically all the shareholders 
are represented. These people have many and varied interests. Whether or 
not there is any connection between the two or any specific benefit derived by 
any of its shareholders from ownership of stock in the bank I do not know, but 

I do know that the opportunity therefor exists just as much in that instance as 
with Transamerica, and I further know that Transamerica Corp. has not at any 
time, directly or indirectly, taken advantage of that stock ownership in securing 
improper benefits from this bank or any of its customers or depositors. 

Under such circumstances, if Transamerica is to be required to divest itself 
of its nonbanking assets in order to continue as owner of the stock of this bank 
which it now holds or which it may hereafter acquire, on what basis is it con- 
tended that the shareholders of other banks should not do likewise? What aura 
of sanctimony exists with individual stockholders, or corporations owning the 
stock of only one bank, but with numerous other interests, so as to justify ex- 
emption from a bill which is ostensibly intended to correct theoretical abuses 
which are, or could be, common to all? What is so peculiar about corporations 
that happen to own the stock of two or more banks that they should be singled 
out for this very oppressive legislation? 

There are advantages to this bank resulting from the ownership by Trans- 
america Corp. of a majority of its stock, but the advantages are legitimate and 
proper ones and do not justify restrictive or even punitive legislation to eliminate 
them. These advantages consist primarily of a very substantial financial back- 
ground upon which this bank is able to call for any legitimate purpose. I have 
been informed on various occasions by the president of Transamerica that if 
and when this bank is in need of additional capital Transamerica always stands 
ready to supply its proportionate share. And the practical suggestions and ad- 
vice, based upon the knowledge, experience and judgment of persons with 
greater contacts and opportunities for information, have proved of value. The 
ideas of progressive banking which have been incorporated into our system, 
some of which were suggested by officers of Transamerica, are what apparently 
are bothering our competitors. Since there is no legitimate basis for criticism 
of this type of help, it appears that the attack is being made on another flank, 
which is to eliminate the other income-bearing assets of Transamerica and to 
so cripple them as to make continued ownership of the bank stock only unjusti- 
fied. This is indeed a peculiar type of legislation for so-called independent busi- 
ness men to be seeking from their government. 

Again I say, there has been and is no evidence of abuse or indication that 
ownership of other assets by Transamerica Corp. has resulted in any unfair 
advantage either to competing banks or to competitors of other subsidiaries. 
The answer to-the type of operation conducted by this bank and other subsidi- 
aries of Transamerica Corp. is more and better service to the customers. This 
is legitimate competition which we are very pleased to meet. It is the American 
way. Let’s keep it. 

It is my firm conviction that the bill is unsound and un-American, and should 
not pass. 


STATEMENT OF FREDERIC P. DraAvis, Drrector, NATIONAL BANK OF WASHINGTON 


My name is Frederic P. Dravis. I am a consulting engineer with offices in 
Tacoma, Wash., having recently retired as owner and general manager of Dravis 
Engineering & Machine Works in that city. I am now and have been for the last 
18 years a director of the National Bank of Washington. 

There have been referred to the Senate Subcommittee on Banking for consider- 
ation H. R. 6227 and S. 880, which I have read with interest and great con- 
cern because it indicates a trend toward governmental restriction that is en- 
tirely inconsistent with the principles on which this Government was established 
and this country has developed. The bill has three purposes, which are to re- 
quire banking holding companies, as defined in the bill only, to divest them- 
selves of either all their bank or all their nonbank subsidiaries, to prohibit 
these holding companies, as so defined, from purchasing the stock of banks 
located in the State where the holding »ompany or its affiliates do not now oper- 
ate, and to restrict the power of these companies to acquire stock or assets of 
banks even in States where they presently operate. 


ta alle acres 
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If either bill is enacted it will have the practical effect of destroying much 
of the value which these companies now have. For instance, immediately prior 
to and during World War II, I was active in assisting in the construction of 
various types of naval vessels, including the C-type vessels, minesweepers and 
airplane carriers, Which were necessary in the war effort. Substantial financing 
for these companies was necessary which the National Bank of Washington, in 
its own corporate capacity, was unable to furnish. Because of this fact, Trans- 
america Corp., Which had then acquired a substantial stock interest in the bank 
furnished valuable assistance to the National Bank of Washington and suc- 
ceeded in arranging the financing which was needed. Such assistance would not 
have been possible if the ownership of the bank had remained in the hands of 
individuals who owned the same prior to the acquirement of stock by Trans- 
america Corp. 

On the other hand, although willing at all times to assist by supplying or 
arranging for needed capital or legitimate help to the bank in the rendition 
by it of proper service to its depositors and customers, neither Transamerica 
Corp. nor any of its officers has ever attempted to dominate or control the board 
of directors or to direct any of its policies. I was a member of the board of 
directors of this bank before Transamerica acquired any stock in it and was 
consequently quite curious to ascertain whether or not there would be any 
change after this occurred. 

The fact is that since that time the bank has been operated by the board of 
directors in the same manner as theretofore, but with the assistance of valuable 
suggestions for the improvement and expansion of the services rendered by the 
bank which has greatly benefited the bank itself and enhanced its value to the 
community. There has never been any attempt on the part of Transamerica 
Corp. to obtain any loan or other finanical benefit for itself or any of it affiliates, 
or to require or direct this bank or any of its customers or depositors to 
patronize any of them. 

My personal experience has convinced me that the change in ownership has 
inured very greatly to the benefit of the bank and the customers and depositors 
which it serves, as well as to the minority shareholders of the bank itself, and 
that no abuses of any kind have existed. 

Insofar as the proposed bill is concerned, it is my very emphatic conviction 
that it is primarily destructive rather than constructive. Its apparent purpose 
is to limit and restrict, weaken and curtail, legitimate business enterprises with- 
out any real need or purpose. 

In addition thereto, it is directed primarily at only a very few companies 
which have been of substantial value in the development of the financial and in- 
dustrial phases of our economy. These companies consist of nothing more than 
the combined savings of a large number of small investors who, in the aggregate, 
have supplied capital to finance worthy projects, and have furnished experience, 
knowledge and management ability to assist in their proper operation. No ex- 
cesses or abuses of any kind have been shown, but there nevertheless exists a de- 
termination to bind, restrict and maim them. 

It is only reasonable to assume that a bill having this effect, with no public 
demand or apparent need, must have some other purpose not disclosed by the 
bill itself. It is this purpose which concerns me because it strikes at the very 
fundamentals of our democracy. Our country has grown and developed under a 
principle that recognizes that Government restriction of legitimate business 
should be kept to the minimum and that a real public interest in and need for 
the legislation should be conclusively established before it is adopted. In this 
instance such a need or interest is sadly lacking. 

There is the additional feature that, for some unaccountable reason, the bill 
is directed at a very few companies while the vast majority of bank shareholders, 
who are subject to the same theoretical temptations and have the same opportuni- 
ties, are exempted. Again, no sound reason for such exemption has been ad- 
vanced. 

_For these reasons, and many others which could be advanced, I am firmly con- 
vinced that the bill is unsound and discriminatory, presumably for the benefit of 
those seeking governmental assistance in order to meet legitimate competition, 
and that it should not pass. 
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STATEMENT OF CHARLES F, A. MANN, PUBLISHER, LAKEWOOD CENTER, PIERCE 
CouNTY, WASH. 


My name is Charles F. A. Mann. I am a publisher of a weekly newspaper at 
Lakewood Center, Pierce County, Wash., in suburban Tacoma, and associate 
editor of the magazine Diesel Progress, published at Los Angeles and New York. 
My publication is the Lakewood Log, founded in 1937. 

1 am deeply concerned with possible effects on Transamerica Corp., the prin 
cipal stockholder of National Bank of Washington, S. 880 and H. R. 6227 will 
have, 

1. Tacoma and Pierce County prior to the advent of this company into our 
local banking picture was literally the victim of a totally moribund banking and 
finance setup that discouraged younger businessmen from trying to start or 
expand a small business. Commercial banking was literally atrophied and doz 
ens of loan firms did most of the consumer and wholesale credit for the com 
munity. The 3 larger banks and 2 smaller State banks were mere depositories for 
the citizens and their aid to the little fellow was near zero. You paid from 20 
to 6O percent at the loan offices upstairs. 

It was into this picture our newspaper and printing plant were thrust first, 
as a customer of a small national bank which subsequently became a branch of 
National Bank of Washington. For 19 consecutive years we have never been 
refused a loan; we have never deviated from the original principle of installment 
repayment of loans, big or little, and the stewardship of our branch manager as 
compared to the official attitude when our branch was a small, individual bank, 
is beyond compare. 

The chief point of concern to myself and thousands of other Pierce County 
businessmen over current Federal legislation which seems to have Transamerica 
as its principal target, is that if this injection of sound principles of banking 
for the masses of American citizens by Transamerica when it rescued banking 
and finance in Tacoma from the depths, has worked well and been mutually 
profitable to both customer and banker, for these years, why disrupt the system 
that brought it to a downtrodden industrial city like Tacoma ? 

Also, the infusion of new ideas, new methods, and a new concept of banking 
into the Tacoma scene via Transamerica and National Bank of Washington, has 
resulted in an almost 100 percent copying of Transamerica’s methods by all other 
National and State banks in Tacoma and Pierce County. 

And most of the loan offices are gone or much smaller in size. 

If Transamerica’s banking methods were unsound, and giving the little fellow 
low-interest loans for all his personal and family and business needs right in one 
institution—was wrong and bad for our American economy, why have all other 
hanks copied it so faithfully? 

Independent banks have led the procession in copying Transamerica’s methods 
in our territory. 

2. As a newspaper writer and editor I have had thousands of opportunities to 
listen to and sound out the general thinking about banks and bankers on the 
part of the public. It would strike me that in the 18-year history of our weekly 
paper we would have heard squawks and complaints from customers of banks 
if the new style banking in our territory did not function properly. 

As a magazine writer for technical journals I have had extensive contacts 
with 30 or 40 large railroads in the United States and Canada; the bus, marine, 
and heavy industry sections of our economy. Over a total of 25 years it would 
seem to me that somewhere along the line if this new concept of banking that 
was originated by A. P. Giannini, Bank of America and Transamerica, was 
haywire, some railroad president or some head of some company would have 
squawked. 

Contrary, I find the nameplates of large commercial banks now on railroad 
equipment running up and down the land; I find commercial and fishing vessel 
owners now dealing solely with their local bank for loans large enough in one 
source, to cover their entire needs. I find trucking and logging firms in my 
home State all doing all their business with a single bank. And there was a 
time the logging industry generally was given the cold shoulder on installment 
loans for purchasing new equipment, by local banks. 

Before Transamerica came to Tacoma a shipyard could not borrow enough 
to keep going from Tacoma banks. Now two of the most successful on the Pacific 
coast are located in Tacoma, still going strong, because Transamerica came to 
their rescue via National Bank of Washington loans quickly, and when they 
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needed help. And today a fisherman gets his little boat repaired on an NBW 
installment loan in the spring. 

As an employer of a small crew, I find it wonderful to recommend all my 
employees buy homes, babies, automobiles, furniture, and vacations on the 
installment plan at the same bank the boss (me) borrows to keep the business 
and their jobs going. A neighborly touch that small enterprise now enjoys that 
was impossible before the big change. 

3. After watching this big banking idea as it works down to the local level, 
caring for big and little borrowers in the same bank and at the same informal 
level, I have invested my savings in bank stocks of Transamerica companies, 
and Bank of America, now divorced. 

Going further, I have turned all my fire insurance over to Transamerica com- 
panies. 

Further, I have my life insurance in a Transamerica company. 

And I find thousands of “converts” have done likewise. 

Even the insurance agents are stockholders, too. 

Obviously, this inspired feeling toward a bank and a bank holding company 
could not spread so firmly and so far if the basic concept was wrong. 

The point I conclude with is that if thousands of little-business men can re- 
invest their savings with the company that helped them, a solid phalanx of 
truly democratic action in business has resulted that in itself proves it is socially 
sound, economically profitable for both sides, and the very goal which American 
capitalism is striving for has already been reached. 

Destruction of a company like Transamerica, or to separate its banking and 
nonbanking assets is unsound and will either disrupt the savings of thousands 
of little stockholders like myself or disrupt one or both sides of the split-up 
company, should this legislation become Federal law. 

This is no time to weaken any part of the American economy, or divide com- 
panies in which the little fellow has put his money, and shake his faith. 

The very diversification of Transamerica is its greatest strength and greatest 
protection to its bank customers and customers of its subsidiary nonbank com- 
panies. 


P. F. PFeIstTer Co., 
Detroit Mich., July 18, 1955. 
In re bills H. R. 6227 and S. 880 
COMMITTEE ON BANKING AND CURRENCY, 
United States Senate, Washington, D. C. 
(Attention Mr. J. H. Yingling.) 


GENTLEMEN : I desire to enter my objections to the above-designated proposed 
legislation, and also my observations and comments. 

My name is P. F. Pfeister. I am an active partner of the firm of P. F. Pfeister 
Co., food brokers, located in the C. P. A. Building, Detroit 16, Mich. I have been 
employed in this business since our firm originated in 1918, prior to which time 
I was engaged for 10 years in the wholesale grocery business. 

While I do not pretend to be an expert in banking or bank holding company 
activities and regulations, it is my opinion, based on my experience reviewed 
later in this report, that the above legislation could be harmful to our business 
and I believe it to be unnecessary since such companies now are intensively 
regulated by Federal and State laws. 

1 am not aware of any bank holding company interest in nonbanking subsid- 
aries that appear to restrict competition or an otherwise unhealthy condition 
in relation to their banking interests and I believe such nonbanking subsidiaries 
and holdings to be an important factor in the promotion of growth and main- 
tenance of stability of important enterprises affected, especially where there is 
need for capital not locally available for such developments as we have so often 
observed in our business. 

My experience in the food business has resulted in intimate acquaintance 
with ownership and management of many firms engaged in the very hazardous 
and competitive business of canning and packing foods from sources of the soil 
and the sea, and we have observed the problem of seasonal peak loads requiring 
funds not available locally due to limitation of bank funds in the usually re- 
moved areas of operation. The average enterprise of even fair proportions is 
rarely able to build financial reserves to meet requirements for expansion and 
heavy seasonal outlay, and we have noted that outstanding success among the 
Nation’s processors of foods has been enjoyed by firms that have attracted sup- 
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port and investments from outside sources of capital to enable expansion, in- 
creased economy in production, and development of new processes as well as 
enabling development and discovery of new sources for raw material. It is this 
growth and expansion that has brought the food industry to the point of ample 
production and stable supply of quality products, reasonably priced, and en- 
couraging sound merchandising methods, that has done so much to make the 
modern distribution of foods such an important factor in the Nation’s economy. 

I cite one instance in my experience of a large seafood packing operation in 
the State of Oregon which has been able to expand production and develop 
with sound steady growth since 1946 which would not have been possible with- 
out support secured through control of the company by a California bank hold- 
ing company. 

I do not believe that big business is necessarily dangerous or harmful. Com- 
mercial welfare does not eliminate competition. Large corporations are usu- 
ally leaders whose actions are followed by others and I believe large and legal 
and well-managed business is more obligated to observe the standards of good 
citizenship in relationship with Government, competitors, customers and em- 
ployees. I do not believe laws should restrict holding companies from aiding 
the development of such business if the investment in such nonbank assets are 
in good faith and in harmony with existing legislation and serve as an added 
source of strength to the holding company. As far as our interests are con- 
cerned proposed legislation would be distinctly harmful and I believe its passage 
would result in harsh discrimination or harm potential industrial developments, 
thus retarding rather than benefiting the national economy. 

Respectfully yours, 
P. F. PFeIsTer. 


STATEMENT OF NEw HAMPSHIRE BANKSHARES, INC., RicHarp J. Voet, PRESIDEN4 


My name is Richard J. Vogt and I am president of New Hampshire Bankshares, 
Inc., a bank holding company whose office is located in Nashua, N. H. This 
company owns a majority of the capital stock of five national banks located in 
the State of New Hampshire. 

As at December 31, 1954, the five banks in our group had combined resources of 
approximately $35 million which is equivalent to 11.7 percent of the total resources 
of all commercial banks in New Hampshire as of the same date. If the assets of 
savings banks in New Hampshire are included in the total, our group of banks, 
each of which maintains a savings department, represented less than 5 percent of 
the total banking resources of the State. 

The record does not support any basis of monopoly or trend toward monopoly 
in the operations of New Hampshire Bankshares, Inc., in the State of New 
Hampshire. 

New Hampshire Bankshares was organized in 1934 as a means of providing 
additional management and capital resources to strengthen the group of controlled 
banks. Control of four banks was acquired originally, a *fth bank in 1949, and 
the number of banks in our group has not otherwise changed in 21 years. New 
Hampshire Bankshares carries on no business but the ownership of shares of 
banks and the rendering of service to the banks in its group. Since its incorpora- 
tion, New Hampshire Bankshares, under the terms of the Banking Act of 1933, has 
come under the supervision of the Board of Governors of the Federal Reserve 
System by virtue of holding voting permits issued by that board. It has been 
subject to regular examination by the board’s examiners and has reported to that 
board as required by it. 

New Hampshire Bankshares is opposed to H. R. 6227 because this legislation 
would work a severe hardship upon us; it is harsh, confiscatory and discriminatory 
in its terms. Although the declaration of policy contained in H. R. 6227 states 
that it is the purpose of the bill to control the expansion of bank holding com- 
panies, the effect of the bill in its present form would pve to prohibit expansion 
of New Hampshire Bankshares, Inc. Such a discriminatory and arbitrary cur- 
tailment of our activities would be harmful to the public interest because the rec- 
ord shows that the operations of the New Hampshire Bankshares group of banks 
have been outstanding for their contribution to the economic progress of the com- 
munities served and for their contribution to sound banking in New Hampshire. 

In the 10 years ending December 1954, the aggregate capital accounts of our 
croup of banks increased 85 percent, this representin™ additional capital paid in 
or accumulated for the protection of depositors and for the increased effectiveness 
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of our banks in serving their communities. During the same period, the capital 
funds of all other New Hampshire commercial banks increased 55 percent. 

During the important postwar period when New England’s economic problems 
and opportunities have needed the support of progressive and sound banking 
institutions, our group of banks has consistently, in each year without exception, 
maintained a higher ratio of loans to deposits than all other commercial banks 
in New Hampshire. Thus in the areas we serve, a larger proportion of the bank 
deposits in those communities has been directed into productive loans for the 
economic benefit of the communities and the area. 

New Hampshire Bankshares is not opposed to sound legislation of bank holding 
companies, and will support reasonable legislation which is in accord with the 
recommendations of the Federal Reserve Board, the Comptroller of the Currency, 
and the Federal Deposit Insurance Corporation. There follows a brief reference 
to the four principal objections which New Hampshire Bankshares has to H. R. 
6227 as it is now drawn. In such case our objection would be eliminated by the 
adoption of the amendment relating to the matter as proposed by the Federal 
Reserve Board. 

1. Sec. 5. (b) gives the Comptroller of the Currency or a State banking super- 
visory authority an arbitrary veto power over acquisition of additional bank 
stocks by a bank holding company ; the bill provides no guiding standards to such 
authority and no recourse to the judicial review procedure and remedies otherwise 
provided under the bill. 

2. Sec. 5. (¢c) arbitrarily confines the ownership of national banks to the 
State in which the holding company is located. This limitation is without regard 
to natural economic boundaries, or trade areas, and unfairly discriminates 
against a certain group of stockholders. 

3. Sec. 5. (c) also forbids the acquisition of an additional bank in the bank 
holding company’s State of incorporation except in accordance with that State’s 
branch banking laws, thus giving interpretation to State banking statutes beyond 
their form and beyond the intent of the State legislators, and in effect abdicating 
the control of bank holding companies to the statutes of 48 States. 

4. Sec. 6. (a) (c) interpose an arbitrary and uneconomic limitation on the 
services which bank holding companies may supply to their affiliates, confining 
such activities to the fields of auditing, appraising, investment counsel, and con- 
ducting a safe deposit business whereas normal services rendered by bank holding 
companies to their banks include important other fields such as the joint pur- 
chasing of supplies and equipment, operational surveys, standardization of forms 
and operating methods, group insurance, life, fidelity bonds, pension plan coverage, 
joint advertising business development, personnel training, and a long list of 
other useful activities designed to improve the efficiency and effectiveness of 
banking services available to the public. 

Testimony already submitted before this committee by other bank holding 
companies opposing H. R. 6227 on the basis of these same provisions has been 
placed in the record adequately, and with such testimony New Hampshire 
Bankshares concurs. 


REGARDING 8. 2350 


We believe S. 2350 to be a much better considered bill and a sounder approach 
to the matter of regulation of bank holding companies, and we would support 
this bill in its present form as constructive legislation, with one exception and 
with one recommendation. 

Our only objection to the provisions of 8. 2350 is the one pointed out by the 
Comptroller of the Currency in his earlier testimony to section 3 (c) stating 
that no acquisition of ownership or control of the shares of any State or national 
bank in any State shall be approved under this section if, under the same 
circumstances, the acquisition of such ownership or control of shares of a State 
bank would be expressly prohibited by the statutes of such State. In our opinion 
the foregoing provision, lines 13 to 18, inclusive, page 5 of the bill, should be 
stricken out. 

It has been previously stated that New Hampshire Bankshares does not engage 
in any nonbanking activities as defined in H. R. 6227. The provisions of S. 2350, 
section 4 (c) have the effect of permitting bank holding companies to engage in 
nonbanking activities which the Federal Reserve Board determines to be so 
closely related to the business of banking as to be a proper incident thereto. 

We believe that this language of S. 2350 would be improved by including 
therein references to specific types of businesses deemed to be so closely related 
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to the business of banking as to be excluded from the prohibitions of section 4 
such as the operation of creditor or other life insurance companies, finance 
companies, and real estate companies. 

New Hampshire Bankshares does not presently plan to engage in any of these 
activities so closely related to banking, but believes that the time may come when 
it would be in the interests of the communities or banks we serve, and the 
depositors of our banks, to do so to Some degree. The bill in its present form may 
or may not allow such activities depending on the Federal Reserve Board’s 
interpretation of what is or is not closely related to the business of banking. 

New Hampshire Bankshares appreciates this opportunity of bringing its views 
to the committee, and would actively sponsor S. 2350 with the aforesaid minor 
changes. 
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